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Investment. The placing of capital in a more or 
less permanent way, mainly for the income to be 
derived therefrom. 


Speculation: Operations wherein intelligent fore- 
sight is employed for the purpose of deriving a 
profit from price changes. 
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Buying Stocks for Income Only 


By RICHARD D. WYCKOFF. 


HERE are a number of people who 
prefer to put their money into 
gilt-edge railroad and_ industrial 

stocks, not with an idea of securing a 
profit on the fluctuations, but because of 
the larger income which such securities 
vield, 

As a stock gradually approaches this 
standard, its transactions become more 
and more infrequent until, in many 
cases, not a single share changes hands 
for months at a time. The reason be- 
hind this is its almost complete absorp- 
tion by investors of various sorts, includ- 
ing insurance companies, trust companies, 
trustees, etc. 

Only a violent movement either way 
will bring any quantity of these stocks 
into the market. 

Before the recent Government cam- 
paign against the U. S. Steel Corpora- 
tion, the preferred issue of this company 
was rapidly approaching the gilt-edge 
level, but this Federal suit seriously af- 
fected the confidence of the stockholders 
and resulted in considerable liquidation. 

Only after a stock has been thoroughly 
seasoned are investors willing to invest 
their funds regardless of the position of 


the market, or whether the price is com- 
paratively high or low. 

The business of Wall Street is to 
finance corporations, and the buyer of any 
preferred stock is a sort of preferred 
partner in the enterprise. Naturally, 
preferred partnerships are better safe- 
guarded than the ordinary partnership, 
represented by common shares. Pre- 
ferred stocks very frequently represent 
actual cash paid in. Holders therefore 
take the money risk and it is only fair 
that they should be better protected than 
those who do not. 

Looking rapidly down the list of 
stocks, you will find among others, the 
following issues which can be said to 
occupy a position of almost complete 
absorption ; that is, they have gradually 
been taken into the safe deposit boxes of 
thousands of investors in quantities of 
from one share for an individual or an 
estate, up to thousands of shares by trust 
companies and insurance companies: 

American Agricultural Chemical, pre- 
ferred; American Car and Foundry, pre- 
ferred; American Sugar Refining, pre- 
ferred ; Atchison, preferred ; Baltimore & 
Ohio, preferred; Minneapolis, St. Paul 
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& Sault Ste. Marie, preferred; Norfolk & 
Western, preferred ; Pullman Palace Car ; 
St. Paul, preferred; Northwestern, pre- 
ferred; Omaha, preferred; Reading, Ist 
and 2d preferred; Union Pacific, pre- 
ferred. 

The above list is largely composed of 
preferred railroad stocks, but a number 
of industrials are emerging into the same 
class. As time goes on this list should 
draw new recruits from the industrial 
field. 

It is said that when Mr. Harriman 
died he left among other holdings 100,000 
shares of Union Pacific preferred. The 
conclusion to be drawn from this is that 
while he might have swung large specu- 
lative lines at times, he wanted a portion 
of his money placed where it would yield 
a fair income without the risk which is 
attached to common stocks. 

Look over the list of securities be- 
queathed by other wealthy men and you 
will generally find a considerable portion 
of such issues, indicating their attitude 
toward this “income only”’ feature. 

The purchase of a share of Union Pa- 
cific preferred around 93 secures an in- 
come of only 4 1-3 per cent., as the divi- 
dends on this stock are limited to 4 per 
cent. on par. The purchaser of Atchison 
preferred, a 5 per cent. issue, at 104, nets 
4.7 per cent. In ordinary times the latter 
stock fluctuates a little above par and is 
seldom seen on the tape. 

Some years ago a certain broker found 
it necessary to borrow 500 shares of 
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Atchison preferred, pending the arrival 
of some stock from out of town. He was 
totally unable to secure the desired quan- 
tity. This proved that little or no Atchi- 
son preferred was being carried on 
margin, There was practically no float- 
ing supply. 

The limited dividend on a preferred 
stock is a stabilizing factor. Holders 
know that so long as a dividend is being 
paid on the common stock which follows 
it, there is little need for them to worry. 
The fixed dividend rate removes uncer- 
tainty both from an investment and a 
speculative standpoint, for it is uncer- 
tainty with regard to future dividends 
which supplies a vast amount of specu- 
lative ammunition. 

Not only does the small investor play 
a large part in the disappearance of these 
shares from Wall Street; insurance com- 
panies, savings banks, trust companies 
and other institutions, are large buyers, 
particularly in times of stock market de- 
pression. 

If one examines the holdings of com- 
panies and institutions who have thus in- 
vested their surplus, it will be found that 
there are in some issues from fifty to one 
hundred such holders, often with an ag- 
gregate running into millions of dollars. 
Thus it is readily understood why and 
how these stocks disappear from the 
Street. In proof of this statement we 
find that the above-named stocks are held 
by life, fire, accident and fidelity com- 
panies, as well as trust companies and 
savings banks, to the extent designated : 


Preferred Stocks Held by Institutions. 


American Agricultural Chemical Co., preferred 
American Car & Foundry Co., preferred. . 
American Sugar Refining Co., preferred. . 
Atchison, Topeka & Santa Fe, preferred. . 


Baltimore & Ohio, preferred 


Minneapolis, St. Paul & Sault Ste. Marie, 


Norfolk & Western, preferred 
Pullman Palace Car, preferred 
Chicago, Milwaukee & St. Paul, preferred 


Chicago, St. Paul, Minneapolis & Omaha, preferred 


Reading, Ist and 2d preferred 
Union Pacific, preferred 
Chicago & Northwestern, preferred 


No. of Institu- 
tions Hold-. Par Value 
ing Stock. of Holdings. 
$49,500 
140,000 
508,000 
5,413,800 
1,501,200 
232,800 
727 400 
1,744,300 
6,032,400 
560,800 
820,000 
4,488,200 
2,069,000 


ee ee) 
ee 


preferred 














Aetna Insurance Co., Hartford........... 
Aetna Life Insurance Co., Hartford...... 
Agricultural Insurance Co., Watertown... 
Newark........ 
American Mutual Fire Insurance Co., Providence.................. 
American Surety Co., New York......... 


American Insurance Co., 


Amoskeag Savings Bank, Manchester 
Astor Trust Co., 


British-American Assurance Co., Toronto 


Brooklyn Trust Company, Brooklyn...... 


A representative list of such invest- 
ors is to be found in the table herewith 
showing holdings of Chicago, Milwau- 
kee & St. Paul common. 

The presence of these stocks in the 


above partial list of corporations, is evi- 
dence that the respective boards of di- 
rectors, or appointed committees, have 
selected them as sound investments and 
authorized their purchase. 

Insurance companies, banks and trust 
companies are practically trustees for 
their policyholders and depositors. As- 
sets are kept in invested form so that an 
income shall be obtained. Marketability 
is aiso an important consideration be- 
cause these companies do not know at 
what moment they will be called upon to 
settle for losses, or pay out cash to de- 
positors. After the San Francisco earth- 
quake and fire the liquidation in such 
securities was exceedingly heavy. 

It must not be understood that boards 
of directors, even in old-time and conser- 
vative institutions, are infallible in their 
judgment. Abundant evidence that they 
are far from infallible is supplied in 
the list of holdings in companies which 
in recent years have undergone reorgani- 
zation, such as Chicago Great Western 
and others. A dozen or more of the best 
known companies. in this country, for 
some reason or other, had invested their 
funds in Great Western common. Any 
well posted Wall Street man would have 
laughed at such an “investment.” We 
also find that a number of trust and in- 
surance companies are mentioned as 
holding Wabash common and preferred, 
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St. Paul Common Held by Various Institutions. 


FOOW Ol ois owen 
Bankers’ Trust Co., New York........... 
Berkshire Life Insurance Co., Pittsfield. .. . 
Blackstone Mutual Fire Ins. Co., Providence 
3oston Insurance Co., Boston............ 
Bristol Savings Bank, Bristol............ 
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Par Value. 
$150,000 
80,700 
25,000 
100,000 
16,100 
100,000 
50,000 
20,000 
10,000 
6,100 
10,000 
30,000 
7,500 
10,000 
100,000 


from which it can be seen that boards of 
directors make mistakes as well as the 
ordinary investor. 

In buying stocks for income only, the 
intending purchaser should ascertain 
whether the common stock of the com- 
pany has been paying regular dividends 
for a long term of years. There should 
also be a large surplus over these com- 
mon stock dividend requirements, and 
its surplus should be a legitimate one; 
that is, not a mere book surplus, but the 
result of accumulated earnings which 
have not been distributed. 

It is easy enough to examine the annual 
reports of corporations and ascertain in 
just what form this surplus is held— 
whether in cash, marketable securities, 
obligations of other solvent companies, 
etc. A book such as Woodlock’s “Anat- 
omy of a Railroad Report,” or the very 
much larger and more comprehensive 
work, “Moody’s Analyses of Railroad 
Investments,” would furnish, in the first 
instance, a method of eliciting these facts 
for one’s self, or in the latter, the same 
thing worked out by statisticians and 
analysts. 

Of course there is a good time and an 
unfavorable time to buy all such securi- 
ties. In the panic of 1907, Atchison. pre- 
ferred touched 78, without the earning 
power of the road or its dividend possi- 
bilities being seriously affected. Union 
Pacific preferred touched 75, and in 1909, 
on rumors of segregation, ran up to 
118%. Naturally, the best time to buy 
such stocks is in panics, and the best 
time to sell, when one wishes to realize 
at all, is in booms, 


ee 


ee 


















Iron as a Barometer of the Stock Market 
The Relation Between the Steel Industry and the Prices of Securities 


By G. C. 


HE intimate relation between iron 
and stocks has long since become 
an accepted axiom among those 

interested in the market. Jay Gould is 
commonly credited with the maxim “As 
goes iron, so goes the market,” or words 
to that effect, and this saying has been re- 
peated a thousand times by newspaper 
writers seeking for material with which 
to fill their daily space. 

Such a catch phrase is valueless unless 
carefully examined and made definite— 
and it may be valueless even then, for 
some of these stock market proverbs 
seem to be about as reasonable as the old 
notion that potatoes must be planted in 
“the dark of the moon,” 

The principle of the iron proverb is 
plain enough. A rising stock market 
means that plenty of capital is available 
for the purchase of securities and that 
the owners of this capital have enough 
confidence in the industrial situation to 
lead them to buy stocks at advancing 
prices. The same capital and the same 
confidence will lead to an increase in 
constructive enterprise in every direction, 
and iron is the principal constructive 
material; hence higher prices for iron 
and steel and greater production. 

There is no getting away from the 
logic of this argument. The only ques- 
tion is, Can we make practical use of the 
idea in judging the future? 

The diagram herewith was prepared 
to test out the practical value of this 
theory. It shows, for a period of ten 
years to date, the average monthly price 
of iron from month to month, and the 
unfilled orders of the United States Steel 
Corporation, in comparison with the ave- 
rage price of twenty leading railway 
stocks. 

The first glance shows that there is a 
general correspondence in the move- 
ments of all four lines on the chart. 
Starting from any period of low prices, 
we find, as might naturally be expected, 


SELDEN 


the following customary sequence of 
events : 

(1) Advance in stock prices, show- 
ing the gradual growth of capital and 
confidence. 

(2‘ An increase in unfilled orders 
and in production to fill those orders. 

(3) A rise in the price of iron, which 
increases in rapidity as the productive 
capacity of the country becomes more 
and more fully employed. 

It certainly would be much more con- 
venient for the investor in stocks if the 
situation were reversed, so that the 
movement in iron preceded the move- 
ment of stock prices. Unfortunately we 
have to take these things as we find them, 
and it looks as though the stock market 
predicted iron prices much more suc- 
cessfully than iron statistics predict the 
movement of stocks. 

Of course, it is possible, by a close 
and ingenious study of such a diagram 
as this, to discover various apparent cor- 
respondences which are accidental, or 
have no real basis in fact. I should be 
distrustful, for example, of any effort to 
locate “double tops” or “double bottoms” 
in either the iron market or the stock 
market, or of any statement that the “ha- 
bitual course of prices” is so and so. 
These schemes are usually deceptive. _ It 
is only when the working out of a broad 
fundamental principle can be observed 
that we are entitled to draw any con- 
clusions. 

Without wasting space to point out 
any —s fallacies of this kind, I will 
simply say that I see only one important 
connection between iron and stocks, and 
that is as follows: Abnormal activity of 
general trade will so tax and strain the 
capital or the currency of the country, or 
both, as to force liquidation of securities : 
and since iron is the principal material 
used in the construction which naturally 
accompanies new enterprises, such ab- 
normal activity of trade is sure to be 
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marked by a sharp advance in iron prices 
and in steel orders. 

A sensational advance in the price of 
iron is especially significant, because this 
does not occur until the productive ca- 
pacity of the foundries is almost fully 
employed. In other words, it is one of 
the last of those phenomena which pre- 
cede the culmination of a boom. ‘this 
was very noticeable in 1836, 1845, 1854, 
1864, 1872, and 1880; to a smaller de- 
gree in 1887, 1890 and 1895; and again 
more emphatically in 1900, 1902 and 
1906. 

TRADE CYCLES AGAIN. 

We come into close touch here with 
the trade cycle question. It has been a 
constant subject of dispute ever since the 
panic of 1907, whether the broad swing 
of the'trade cycle culminated in that year, 
or whether that panic was merely an inci- 
dent similar to the panic of 1890 in the 
preceding cycle. Both sides will find ar- 
guments in the movement of iron prices. 

There is really an astonishing corre- 
spondence in the movement of iron prices 


during the past sixteen years, and during 
the first sixteen years of the twenty-year 


cycle from 1876 to 1895. Actual iron 
prices do not show the full extent of this 
correspondence, because from 1876 to 
1896 the trend of all prices, as shown by 
standard index numbers, was downward; 
while since 1896 the trend of all prices 
has been upward. Consequently, an ad- 


"% “77 
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vance of one dollar a ton in iron at any 
time in the first period is much more sig- 
nificant than a similar advance at any 
time in the second period. (A diagram 
showing the movement of index num- 
bers since 1849 will be found in Tue 
TicKER, volume 7, page 4, November, 
1910.) 

To eliminate this difficulty, I have fig- 
ured the per cent. of the price of iron to 
the general level of all prices, as shown 
by index numbers, and have charted the 
comparison in the small diagram here- 
with, The diagram shows, roughly 
speaking, what the price of iron would 
have been on a fixed basis of 100 for the 
Dun-Gibson index numbers throughout 
the entire period. This gives a fairly just 
comparison for the two cycles. The gen- 
eral swings are seen to correspond almost 
year by year, which would seem to bear 
out the theory of the twenty-year cycle, 
and would therefore indicate another 
panic about 1913. 

On the other hand, the advance in iron 
in 1907 was far more violent than in 1887, 
and the comparative price level of 1910 
was much lower than the comparative 
price level of 1890. This indicates what 
we all know to have been the fact, that 
there was relatively less overexpansion 
and overconstruction in 1910 than in 
1890. Prices of constructive materials 
were more fully liquidated in 1911 than 
they were in 1891. This lessens the prob- 
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POINTS ON GRAIN. 


ability of a crisis in or near the year 1913. 

Pay your money and take your choice ; 
but it seems to me that the key to the 
whole situation is now the attitude of the 
public toward capital and toward business 
organization. The exercise by the Gov- 


ernment of an increased control over in- 
dustry in a sane and reasonable way is 
doubtless a natural and beneficial develop- 
ment; but a persistent attempt to return, 


153 


by main force and legal compulsion, to a 
bygone era of competition, would result 
in a period of disorganization and con- 
fusion, the end of which no one could un- 
dertake to predict.* 


*For a fuller discussion of trade cycles see “Where 
Are We?” in Tae Macazine oF ALL Srreer for 
October, 1911. The subject of new construction, as 
connected with steel orders and iron prices, will be 
taken up more at length in an early aumber of Tue 
Ticker by Geo. H. Hull, author of an important work 
on “Industrial Depressions,” just published. 


Points on Grain 


By E. W. WAGNER. 


was a description of the necessity of 
allowing for the unexpected in all 
summaries, all deductions. 

Among the expected in 1912 as indicated 
by a majority of Western opinion, may be 
noted, liberal upturns in corn and oats. In 
wheat—there is indecision, but the chances 
of $1 wheat holding are good, and at least 
two more excellent ten-cent swings should 
be registered. 

The big bull points in corn are the South- 
western shortage, the hay shortage, and the 
low quality of the crop. Selection of seed 
corn for the coming May planting is de- 
clared the hardest task in twenty years. I 
believe corn will develop great strength— 
a strength that will carry provisions over 
the bear stile, as it will be impossible to 
breed cheap hogs this year, 

The foreign situation in wheat is not ex- 
ceedingly strong, as the Russian shortage 
is offset by presence of an extra 120,- 
000,000 wheat in France, Italy and Spain, 
while the Danube has heavy reserves. 

To bull wheat effectually, the United 
States visible must decrease at the rate of 
8,000,000 to 10,000,000 per month after Feb- 
ruary 1. 

Wheat scarcity in the Southwest will be a 
feature in April to June, as Kansas, Texas 
and Oklahoma have very light reserves. 
Missouri, Nebraska and Illinois have fair 
reserves. 

The huge 70,000,000 United States wheat 
visible keeps flour demand “dormant, and 
has discouraged general wheat investment. 

Biggest U. S. wheat visible decreases fol- 
low for period of January 1 to July 1: 


TT" best paragraph in a recent novel 


The great Patten deal of 1908-9 was fa- 
vored with one of the biggest visible reduc- 
tions on record, the visible collapsing 13,- 
000,000 in January and February, 1909, and 
falling 42,000,000 January 1 to July 1, and 
figuring around 9,000,000 July 1, 1909. 


If May, 1912, wheat is to figure $1.10 to 
$1.15, Chicago basis, at end of May next, 
the United States wheat visible should be 
lowered to 28,000,000 by May 1. 

Private reserve reports suggest coming 
lively decreases, but the visible total of 70,- 
000,000 is a heavy one on which to work. 

As a slippery market proposition, wheat 
is often compared to linseed—linseed, both 
as a market and an actual sidewalk propo- 
sition, being an exceedingly slippery affair. 
It is claimed that wheat, like linseed, grows 
under extreme hardships and perishes in 
mild troubles. 

Wheat values depend on news from 38 
countries, and few can swear to the abso- 
lute value of wheat within ten cents per 


bushel at any time. 

The extreme swing in May, 1912, wheat 
to date is 13 cents—94 cents to $1.07. The 
normal swing is 20 cents. It is always safe to 
calculate on a 20-cent swing. Thus if condi- 
tions cannot force the $1.14 level, the stu- 
dent will be inclined to deduct 20 cents 
from $1.07. 

There are no facts in sight which make 
a man declare for $1.25 wheat. The Chi- 
cago market is a red wheat market, and Chi- 
cago prices are 8 cents above an export 
basis. 

It would appear that the recurrent level 
for May, 1912, wheat will be the $1 level. 
From advances above and declines below 
this level, the price may return to the dollar 
mark, 

May, 1912, wheat opened at 9854 and made 
a low of 94% in July. The main upswin 
was from 97% in August to a top of $1074 
October 23. The subsequent downturn of 
ll*cents ran 46 days, stopping December 8 
at 96%. 

A December reduction of 60,000,000 bush- 
els in the Argentine export surplus sent 
May wheat back to $1.01 early in January. 

I have figured for many months that im- 
porting countries will not require in excess 
of 540,000,000 bushels for 1911-12, against 
660,000,000 for 1910-11. 





Bond Department 


Announcement 


magazine seeks to enlarge its field 

materially and broaden the scope 
of its interest through the establishment 
of a bond investment department. 

Although there have appeared in its 
pages a considerable number of articles 
dealing with the subject of bonds as in- 
vestments, the larger effort has been di- 
rected toward discussion of the stock 
market and its movements and giving 
emphasis to the speculative character of 
much that enters into the effects observed 
in this branch of the security markets. 

No attempt has been made in the past 
to co-ordinate these articles on bond in- 
vestments so that investors in this type of 
security might look to the magazine for 
continuing items of interest from an edu- 
cational or bond market point of view. 

The publishers feel that the time has 
now come when the success of the maga- 
zine in its presentation of things of more 
or less peculiar interest to those observ- 
ing and operating in the stock market is 
ample ground for the belief that equally 
acceptable matters of interest to investors 
in bonds should become regularly a part 
of the publication. 

To this end the opening of this invest- 
ment department is undertaken with 
somewhat definite ideas as to its scope 
and character. The aim is to present 
articles of practical value to bond buyers, 
always emphasizing, however, that con- 
servatism which is the foundation of all 
successful selling of securities by a bank- 
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ing house and safe purchasing by in- 
vestors. 

Notwithstanding the large amount of 
investment literature that has already 
gone forth, there is a steadily increasing 
demand for information that will enable 
bond buyers to exercise personal discre- 
tion to a greater degree in the selection 
of their investments—a fact which is 
evidenced by the inquiries reaching us. 

In addition to the presentation of arti- 
cles of educational and general interest 
each month, it is planned among other 
things that the happenings of current in- 
terest, in so far as they may be such as 
affect a considerable group of investors, 
shall receive some brief mention. An 
effort also will be made to note the trend 
of the investment security market as re- 
flected in the temper of private invest- 
ment buying. And as a further record 
of investment affairs, a summary of the 
most important offerings of the month 
under discussion will be made, and, as far 
as practicable, a digest of the principal 
features of such bonds given. Under 
the proposed new arrangement all bond 
investment inquiries are to be submitted 
to the bond department, where they will 
receive most competent attention. 

It is the desire of the publishers to de- 
velop an efficient bond investment de- 
partment through dissemination of help- 
ful information, in giving advice as to 
the best educational financial literature 
obtainable and in meeting individual in- 
quiries. 





The Safety of Five Per Cent Bonds 


By “THE BOND MAN.” 


HETHER it is the “high cost 
W of living” or the cost of high 
living that is so clearly re- 
flected in some aspects of the investment 
markets is a debatable question. The in- 
controvertible fact, that stands as an ef- 
fect of the conditions described by either 
one of these epigrammatic phrases, is 
that the desire of a whole army of invest- 
ors to compensate the increased costs of 
many necessities and luxuries has put a 
different complexion on the investment 
market from that of ten years ago. 

It is only over the past three years that 
the change in the aspect of investment 
conditions has been the subject of much 
comment, and hardly a longer period 
since many investment houses caught the 


drift of such conditions and sought to 
adapt themselves to it. 

As a primary result of such conditions 
there has been a marked change in the at- 


titude of many bond sellers. Not many 
years ago there were lines drawn among 
retailing houses, and for that matter 
among wholesalers to a degree. 
to say, a few years ago it was rather gen- 
erally understood that certain houses 
were interested chiefly in railroad bonds, 
for instance, while others were always 
seeking to emphasize the best industrial 
issues and still others were carrying ex- 
tensive lines of miscellaneous securities. 
If it may be said that there ever was a 
high degree of specialization among bond 
dealers, for the time being, that condition 
has passed. 

Thegause of this may be found in the 
changing character of investment senti- 
ment. At the time that some houses 
handled almost exclusively one kind of 
bond they were reasonably able to im- 
press their clients with the value of the 
investments they offered, and accordingly 
many investors carried rather heavy lines 
of securities of one type. 

It has taken but a comparatively short 
time to change all this. Before, many 
an investor was content to accept chiefly 


That is 


the type of offerings of the house with 
which he had probably been associated 
for years. Now there is a greater democ- 
racy in investing than would have been 
thought possible a few years ago. 

In other words, the diversification of 
investment has progressed to an ad- 
vanced stage. A witness to this is the 
sample investment combinations that are 
advertised by some houses and invest- 
ment advisers as typifying a conservative 
group of securities for any one not strict- 
ly partial to. any one kind of bond, as well 
as the similar combinations that appear in 
the columns of financial periodicals. In 
the large majority of cases investors seek- 
ing advice on the make-up of a group of 
bonds well diversified in character, indi- 
cate their desire for a return somewhere 
around 5 per cent., and very frequently 
as high as 5% per cent. as an average 
return on their investment. 

It is a fair indication of the temper of 
the investing public when a composite 
picture of many inquiries shows the aver- 
age rate of return desired up to as high 
as 5% per cent. 

If, then, so many people have put away 
the notion that they must not go beyond 
the ultra conservative income return of 
4 per cent. to be obtained in the savings 
banks and have emphatically asked for 
an average return of 5 per cent. or better 
on their combined investments, it is fairly 
evident that they have grown away from 
some other conceptions of what they may 
reasonably take in the matter of safety. 

It was not many years ago that a re- 
turn of 5% per cent. 6n a bond was 
looked upon by a great many investors 
as indicating some inherent weakness, 
necessarily giving the security a highly 
speculative character. The educational 
work that has been done of recent years 
by houses of an unquestioned conserva- 
tism has disabused the minds of many in- 
vestors in this respect and has shown 
them that while 4 per cent. or thereabouts 
represents the acme of safety in corpo- 
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rate securities, it is by no means to be in- 
ferred that a return of 5 per cent. means 
a marked degree of risk. 

One of the noticeable effects of the di- 
versification of individual holdings is the 


changed relationship that returns of 4 . 


per cent., 4% per cent., 5 per cent. and 
53% per cent. have in the minds of private 
investors. While there still remains a 
considerable number of people who hesi- 
tate to get far away from the first men- 
tioned figure, and many who only accept 
4% per cent. and 4% per cent with trepi- 
dation, a far larger group of bond buyers 
have moved up to the 5 per cent. stage, 
and many have gone beyond this point. 

In other words, the interpretation of 
the term “safety” has come to be less as- 
sociated in the minds of many investors 
with very meagre yield than with other 
considerations that go to make a bond 
good, poor or medium in its investment 
worth. 

By this extension of the lines of private 
investment there has been a steady drift 
of the high-grade, low-yield bonds into 
the strong boxes of the institutions which 
have a limited field in the selection of 
investments, while the transition that has 
been taking place among private invest- 
ors has opened the way for the broad 
range of securities yielding better than 
4% per cent. 

It is only proper that the safeguards 
around the buying by institutions of a 
fiduciary character should not be relaxed, 
however they may limit the field of pur- 
chases. The corollary, however, to this 
perfectly desirable condition of affairs 
has been a steady proportionate shrink- 
age in the surpluses of many of these in- 
stitutions, principally savings banks, as 
many high grade bonds have declined in 
market values through private invest- 
ment selling. 

It may be said without fear of serious 
contradiction that the great body of pri- 
vate investors, primarily as a result of 
larger education in financial affairs, and 
again from their necessities for larger in- 
come, have come to realize that so called 
“absolute safety” means a disproportion- 
ate loss of income and that dependence 
upon the rigid requirements as laid down 
in the statutes of several states govern- 
ing the inyestments of fiduciary institu- 
tions, as altogether a guide for private 
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investment, means a substantial sacrifice 
in return. 

As a substitute for inflexible adherence 
to such ultra-conservative standards gen- 
erally, there has appeared much more of 
the personal equation in the selection of 
investments. Where absolute safety was 
the fetich of many a bond buyer, there 
has appeared a strong disposition to in- 
vestigate and weigh the merits of an in- 
vestment returning as high as 5 per cent. 
or 5% per cent. The progress along 
various lines, notably in the public utility 
field, has laid a foundation on which the 
banker can offer a wide variety of invest- 
ments with consistency. 

There is an enormous body of invest- 
ments which, in the gradations used by 
experts, are classed as “reasonably safe.” 
They do not meet the extreme conditions 
imposed by laws intended to protect those 
whose money is in others’ hands or who 
are by force of circumstances utterly in- 
capable of forming investment judgment, 
but they do rest on foundations strong 
enough to merit the approval of thou- 
sands of investors who seek bonds in 
which the elements of risk are propor- 
tionately small. 

There is a very important fact with re- 
gard to the return on investments that 
may be easily overlooked if one judges 
entirely the relative position of an in- 
vestment by the income return shown 
on same. That is the fact that, notwith- 
standing money seems comparatively 
cheap, often loaning in the market well 
below the 4 per cent. mark for substantial 
periods, the price of capital is generally 
higher. Hardly more than ten years ago 
money and capital were both cheap. 
Many corporate bonds were floated then 
at as low as 3% per cent., while munic- 
ipal bonds were put out at bases that to- 
day seem ridiculously low. A _ notable 
illustration of this last statement was seen 
in the New York City bonds, wiffch just 
about at that time, at least for one issue, 
were marketed on a 2.95 per cent. basis. 
The difference between this level and that 
of the later issues, netting the. investor 
well above 4 per cent., gives a rough basis 
on which to judge the advance in the cost 
of capital secured nowadays on corporate 
bonds. 

In the light of such facts as these, the 
investment yielding considerably more 















than savings bank return is not to be 
judged off-hand as speculative. It is, of 
course, purely arbitrary to do so, but it is 
by no means illogical to make a compari- 
son between the level of the cost of cap- 


Short Term Investments. 


HERE is no reason why private investors 
should not become educated to the desir- 
ability of short term investments. This 

field is now almost pre-empted by institutional 
buyers. Equipment trusts and short time 
notes are largely swallowed up by institutions, 
because of their attractive yield. The science 
of investing does not mean alone the ability to 
pick out long term bonds that give a mini- 
mum of worry, but it includes proper judg- 
ment of timeliness in investment as well as 
selection as to kind. The investor that studies 
money and security price movements can ar- 
range his maturities in such a way that when 
securities are cheap and money dear he will 
have funds for reinvestment and through such 
operations be able to make a substantial in- 
crease in his income. 





Bondholders’ Protective Committees. 


HE perplexities of the investor flooded 
with appeals to deposit his bonds on 
which interest or principal is in default 

are difficult to appreciate. He instinctively 
looks for advice, which is usually hard to give, 
inasmuch as every case of reorganization re- 
quires special study. Because reorganization 
plans are necessarily built upon estimates and 
expectations of what a property will do under 
changed conditions it follows that the bond 
holders cannot hope to see the end from the 
beginning. Over the past few years there 
has been a marked change in the general 
aspect of proposals coming from reorganization 
committees. The competitive committee idea 
has worked wonders in reorganization pro- 
ceedings, a fact borne home by the events 
of recent months. It is not so easy now for 
a committee representing largely interests in 
control of the property to do anything but 
the best possible for the bondholders at large. 
Opposition by rival committees is the check 
to attempts to do otherwise. The net result 
of this era of rival committees seems to be 
that bondholders are reasonably sure to get 
far better terms than in former days of one 
committee and one plan. 
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ital a decade ago and now, and with the 
new mark as a criterion, get a.measurably 
correct starting point from which to de- 
velop the case for or against any bond 
security. 


Inquiries. 


ILL you kindly explain what is meant 
by the phrase “and interest” as applied 


_ to bonds.—T 
This is an expression used in contra- 
distinction to the term “flat.” When a bond 


sells “flat” it means that the cost of the bond 
and the interest which has accrued from the 
last date of payment are combined in the 
price, whereas the phrase “and interest” means 
that the price is stated separately and whatever 
interest has accrued from the last date of pay- 
ment is to be added. At the present time 
practically all bond quotations are made “and 
interest.” 





What would you say is a high standard by 
which to judge the investment position of in- 
dustrial bonds?—G. R. 

We should say that when the net quick as- 
sets are equal to or exceed the bonded in- 
debtedness of a company there exists a very 
high degree of security. By net quick assets 
we mean the difference between quick or cur- 
rent assets and quick or current liabilities. 
There are undoubtedly many industrial bonds 
that rank high, although they do not measure 
up to this exacting standard. 





Would you recommend placing savings of 
several years amounting to about $1,000 in a 
bond which returns just over 6 per cent? 


~ No. ‘In view of the possible sacrifices in- 
volved in getting together this modest sum, 
you are not justified in taking the degree of 
risk in a 6 per cent. investment. On general 
principles it is well to put so small a sum 
into the savings bank, although the return 
is only 3% or 4 per cent. There may be 
times when ready money may be desired, 
which would be inconvenient to get were it 
in a bond, 

Are public utility - bonds legal for savings 
banks in any of the States?—T. S. 

Yes. Massachusetts for one, which 1s 
among the foremost of the States in the 
stringency of its savings banks laws per- 
mits of investment in this character of se- 
curity. 












Symposium of Business Prospects 
What Prominent Bankers and Business Men Think of 1912 


ITHIN the last few weeks, nu- 
merous interviews have ap- 
peared from prominent bankers 

and business men in regard to the 
business prospects for 1912. We have 
collected a considerable number of 
these interviews from various sources, 
and summarize them herewith 


Bankers 


A. BARTON HEPBURN, Chairman of 
the Board, Chase National Bank, New 
York: No accumulation of unsold goods 
with retailers, wholesalers or manufactur- 
ers. Consumption has overtaken produc- 
tion. Do not expect further reaction in 
general business. Money not likely to rule 
high at any time in 1912. Expect an ave- 
rage business year. 


JAMES G. CANNON, President Fourth 
National Bank, New York: Mercantile 
Believe recovery will 
continue. Average money rates for 1912 are 
likely to be higher than for 1911. 


WILLIAM A. NASH, Chairman Corn 
Exchange Bank, New York: Doubtful if 
1912 brings any decided banking reform, 
but progress will be made. 


HENRY CLEWS, Member of New York 
Stock Exchange, New York: Cheap money 
assured, at least first part of year. Steady 
increase in general trade. Look for gradual 
improvement. 

L. A. GODDARD, President State Bank 
of Chicago and Chicago Clearing House 
Association: Banking institutions were 
never stronger. Think 1912 will prove as 
prosperous as 1911; perhaps more so. 

JAMES B. FORGAN, President First 
National Bank and Chairman of the Clear- 
ing House, Chicago: No great return of 
business activity anticipated. Basis condi- 
tions are good. Stocks of merchandise 
moderate. Business will probably continue 
on a more or less hand-to-mouth basis. 

DAVID R. FORGAN, President Na- 
tional City Bank, Chicago: Look for a 
slow year with easy money, no snap to 
business, and a waiting policy. With good 
crop prospects and the nomination of con- 
servative men by both parties, activity may 
be restored before end of year. Money 
rates likely to be low. 

W. T. FENTON, Vice-President Na- 
tional Bank of Republic, Chicago: Buying 
capacity of the public normal. Stocks of 
merchandise low, owing to political uncer- 


conditions healthful. 


tainties. Think tariff agitation has been 
discounted. 


F, H. RAWSON, President Union Trust 
Company, Chicago: American people are 
slowly learning that legislation cannot di- 
rect business, which in the end will follow 
the line of least resistance. No amount of 
legislation can compel a man to invest his 
money. The attack on railroads has largely 
passed. Do not expect great activity in 
business until the political situation has 
been cleared up. 


WALKER HILL, President Mechanics’ 
American National Bank, St. Louis: 
Should conservative policies prevail, presi- 
dential contest may _ affect business 
less than anticipated. General business 
now on the upgrade. Do not expect im- 
mediate return of general prosperity, but 
country has undergone a period of tre- 
mendous liquidation, and people today are 
not spending money on luxuries to the 
same extent as two or three years ago. 

FESTUS J. WADE, President Mercan- 
tile National Bank, St. Louis: Funda- 
mental conditions never better. Hand-to- 
mouth buying continues, but I believe we 
have turned the corner. Business will not be 
much affected by politics except for possi- 
ble curtailment of purchases next few 
months. 

LOGAN C. MURRAY, President Amer- 
ican National Bank, Louisville: Expect 
better times in 1912, in spite of disturbing 
elements. 

H. B. WILCOX, President First National 
Bank, Baltimore: Banking conditions 
strong and trade balance large. Business 
should improve unless election interferes. 


E. F. SWINNEY, President First Na- 
tional Bank, Kansas City: Bottom seems 
to have been reached in iron and steel 
prices. Labor situation shows improve- 
ment, Expect business and money rates for 
1912 will be about the same as 1911. 

ARTHUR REYNOLDS, President Des 
Moines National Bank, Des Moines: 
Liquidation for past two or three years has 
strengthened fundamental conditions, but 
presidentiai election will be disturbing. 
Think money rates will be somewhat 
higher in 1912 than in 1911. 

W. HURD HILLYER, Vice-President 
and Treasurer Hillyer Trust Company, At- 
lanta: Do nct expect better times. during 
1912. Look for continued low interest rates 
with perhaps a firmer tendency in long 
loans. Demands on fixed capital likely to 
be large, but floating capital will be poorly 
employed. 
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T. R. PRESTON, President Hamilton 
National Bank, Chattanooga: Hardly ex- 
pect any improvement in 1912 in either 
business or money rates. 


RALPH S&S. STACY, Vice-President Na- 
tional Bank of Commerce, Seattle: Expect 
slightly better times. Money will probably 
continue easy in Seattle. tocks of mer- 
chandise on Pacific coast are low. 


JOHN L. HAMILTON, ex-President 
American Bankers’ Association, Hoopers- 
ton, Ill: Not much change in 1912. en- 
dency will be toward liquidation rather than 
mC out. Money rates lower if any- 
thing. 


LEWIS H. WITHEY, President Michi- 
gan Trust Company, Grand Rapids: Do not 
expect. any better times due 1912, and 
would not. be surprised if depression be- 
came more pronounced. 


J. S. McHENRY, Cashier Fourth Na- 
tional Bank, Nashville: Believe business 
will continue on about the same lines as in 
1911. Money will be easy, at least until the 
fall crop-moving sets in. 


GRAHAM G. LACY, Vice-President 
Tootle-Lemon National Bank, St. Joseph, 
Mo.: Banking position strong, mercantile 
interests sound, and sentiment more opti- 
mistic. Look for better times and harden- 
ing money rate as the year progresses. 


W. P. MANLEY, President Security Na- 
tional Bank, Sioux City, Iowa: Expect im- 
proved conditions, though presidential elec- 
tions may have slightly disturbing effect. 
Very little change in money rates. 


GEORGE H. RUSSELL, President Peo- 


Stocks of mer- 


ple’s State Bank, Detroit: 
Look for 


chandise in Michigan are low. 
slight revival in 1912 


Railroad Men 


JAMES J. HILL, Chairman Board of Di- 
rectors, Great Northern Ry.: Fundamental 
economic factors are now simple. Our im- 
mediate past has seen reckless appropria- 
tion and dissipation of natural resources and 
widespread extravagance. Our first need is 
thrift and saving. Tariff reduction highly 
desirable. To compete for foreign trade we 
must reduce cost of production. Reluctance 
of capital owing to legislative attack is a 
serious condition. Strict economy, both 
public and private, and temporary cessation 
of legislation not directed toward curative 
and tonic ends, will enable the country to 
enjoy a new and unprecedented prosperity. 

W. C. BROWN, President New York 
Central: Think gross earnings have turned 
for the better. Physical condition of rail- 
roads excellent. With normal crops and 
no serious labor troubles, look for better 
conditions and better earnings in 1912. 

WILLIAM H. TRUESDALE, President 
Delaware, Lackawanna & Western: Situa- 
tion hopeful, but involved to a greater ex- 
tent than usual in the presidential election. 
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DANIEL WILLARD, President Balti- 
more & Ohio: Public opinion becoming 
decidedly more favorable to railroads, but 
officials hesitate to recommend expenditures 
which would add largely to capital liabili- 
ties, while still feeling uncertain about their 
ability to meet increased charges. Have 
confidence, however, in the inherent fair- 
ness of the American people. 


SIR THOMAS G. SHAUGNESSY, Pres- 
ident Canadian Pacific: Possibility that 
railroad building in the Northwest will be 
overdone, but if settlers continue to flow in 
that danger may be avoided. Doubt if there 
is anything to encourage further extensions 
and connections across the international 
boundary. Relations between railroads and 
our Canadian federal commission are satis- 
factory. 


F. D. UNDERWOOD, President Erie: 
Improvement in gross earnings in some sec- 
tions. Do not see much hopeful in the rail- 
way situation, except that corporations must 
in the nature of things benefit by inevitable 
favorable reaction of public opinion now 
coming due. 


HOWARD ELLIOTT, President North- 
ern Pacific: Expect a slight increase in 
business. Local sentiment toward the rail- 
roads better than a few years ago, but capi- 
tal is frightened by the attitude of the Inter- 
state Commerce Commission. 


L. F. LOREE, President Delaware & 
Hudson: Do not expect business improve- 
ment for 1912. Improvement of physical con- 
dition of roads has been checked, but de- 
terioration has not yet commenced. The 
promising feature is that another year 
brings us that much nearer to a sound solu- 
tion of the railroad situation. 

CHARLES M. HAYS, President Grand 
Trunk: Expect increased gross earnings. 
Almost every phase of the situation from an 
unfavorable standpoint has been dealt with 
in the United States during the past year, 
therefore any change at all must be for the 
better. 

B. F. BUSH, President Missouri Pacific: 
Think sentiment all over the country is 
more favorable to the roads, but do not ex- 
pect increased gross earnings for 1912. 
Doubtful whether present physical condition 
of roads compares favorably with other 
years. Industrial situation does not prom- 
ise quickened activity. Stability of govern- 
ment policies must be first established. 

H. ROBERTSON, President Western 
Maryland: The lowest period of depression 
is passed, and 1912 promises better condi- 
tions than 1911. 

S. M. FELTON, President Chicago Great 
Western: Do not anticipate any improve- 
ment in earnings. Too much politics; too 
much regulation; too much interference; too 
much legislation. 

L. E. JOHNSON, President Norfolk & 
Western: The year 1912 promises to be 
slightly better than 1911 
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E. PENNINGTON, President Minneapo- 
lis, St. Paul & Sault Ste. Marie: Railway 
situation for 1912 will be better than 1911. 

J: A. EDSON, President Kansas City 
‘ mr: Capital is shy. Until moneyed 
interests are ready to branch out in new 
enterprises I look for cautious buying. 

FAIRFAX HARRISON, President Chi- 

, Indianapolis & Louisville: Hesitation 
will continue to limit business during the 
coming year, but producing power of the 
consumer is not apparently diminished. 


a revenues in 1912 should fully equal 


NEWMAN ERB, President Minneapolis 
& St. Louis: Railroad situation has become 
more hopeful because of development of 
healthier public sentiment. Business shows 
some improvement. Country needs more 
statesmen, fewer politicians, less experi- 
ment. 


OSEPH RAMSEY, JR., President Ann 
Arbor: Two years of depression are apt to 
be followed by increased business, and it 
looks as if there was a decidedly better feel- 
ing toward the railroads than for some years 


past. 
Business Men 


SAMUEL P. COLT, President United 
States Rubber Company: Outlook in rub- 
ber trade is encouraging. Stocks in the 
hands of jobbers and retailers are not large. 


WILLIAM H. NICHOLS, Chairman 
General Chemical Company: Outlook is 
fairly bright. Conditions for the last year 
or two have been conducive to prudence, 
and I hope this tendency may continue after 
political uncertainties have disappeared. 

ALBA B. JOHNSON, President Baldwin 
Locomotive Works: Financial conditions 
are satisfactory. Expect a fair volume of 
business in 1912. 

JOHN V. FARWELL, Dry Goods, Chi- 
cago: Do not look for any great improve- 
ment, but believe that people have been sav- 
ing, and that we shall go forward into a 
period of enlarged prosperity as soon as 
political uncertainties are removed. 

WILLIAM M. WOODS, President of 
American Woolen gy 4 Stocks of all 
kinds greatly reduced. Feeling in the trade 
is one of encouragement, but tariff agitation 
induces conservatism. 
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HENRY R. TOWNE, President Yale & 
Towne Manufacturing Company: Current 
business conditions are quiet but inherently 
sound. If we have not turned the corner, 
we are near it, but I doubt if any consid- 
erable improvement will occur until after 
election. Collections have been good. 


CHARLES M. BIDDLE, Biddle Hard- 
ware Company, Philadelphia: Do not think 
business has turned the corner, and do not 
expect much improvement until after elec- 
tion. 


T. H. SYMINGTON, Manufacturer of 
Railway Equipment: Business for 1912 has 
been taken at very close figures, but expect 
that the coming year will start us on a 
period of normal expansion. 


A. M. KITTREDGE, President, Barney 
& Smith Car Company: Decided improve- 
ment during past three months and expect 
fair business for some time to come. 


JOHN C. JUHRING, President Francis 
H. Leggett & Co., Wholesale Grocers: 
Volume of business now greater than last 
year, and stocks in retail hands light. Col- 
lections good. We are optimistic. 


CHARLES CHENEY, Treasurer, Cheney 
Brothers, Silk Manufacturers: Present 
styles of dress call for only a small amount 
of material, and this has had a depressing 
effect upon the silk trade. Expect 1912 will 
be much the same as 1911. 

EDWIN HOLBROOK, President Silver- 
smiths’ Company: Expect considerable ac- 
tivity early in 1912, followed by a dull pe- 
riod as election approaches. Stocks in deal- 
ers’ hands are low. 

G. A. GIBSON, President, Ivers & Pond 
Piano Co.: Business likely to continue on 
a hand-to-mouth basis. Collections are not 
flowing freely and spontaneously. Politics 
is the basic trouble. 

H. C. YEISER, President, Globe-Wer- 
nicke Co., Cincinnati: If business has not 
turned the corner, it is getting pretty close 
to it, but I look for no marked improvement 
until after election, or at least until after 
the conventions. Collections Have been fair. 

GEORGE E. LONG, Treasurer, Joseph 
Dixon Crucible Co., Jersey City: Funda- 
mental conditions not altogether satisfac- 
tory, but we believe there will be some im- 
provement in business. 





The Use of Hedges and Determining the 
Basis in Cotton 


By S. T. HUBBARD, Jr. 


HEN one realizes that the value 
of last year’s cotton crop of 
12,074,938 bales was $890,500,- 

000, and that the price obtainable was 
controlled by the economic laws of 
supply and demand, he can readily 
understand that the merchants han- 
dling this tremendously valuable crop de- 
sire to protect themselves as much as 
possible against any loss resulting from 
fluctuations in value. This is done by 
the use of hedges on the large cotton 
exchanges of the world, particularly the 
New York Cotton Exchange, where 
contracts calling for the future delivery 
of cotton are bought and sold. 
Hedging is the result of a gradual 
evolution in the methods of marketing 
the cotton crop. The use of hedges 


has developed the system known as 
buying and selling cotton on a “basis.” 
A hedge means a protection or insur- 
ance against a declining or advancing 
market, depending on whether the mer- 


chant has cotton in his possession 
which he is unable at that time to sell, 
or whether he has made forward sales 
against which he has not yet purchased 
the cotton which he must deliver. 

In the first case, sales of contracts 
for future delivery are made against 
the possibility of a decline in the 
market; in the second case purchases 
are made against the possibility of an 
advance in the market. It is evident 
that if the merchant buys cotton in the 
South at 10 cents per pound and sells 
a contract in New York at 10 cents per 
pound, it makes no difference to him 
whether the market goes up or down. 
If it goes down he loses on the value of 
the cotton in the South and makes an 
equal amount on his contract in New 
York. The reverse is the case should 
the market advance. Naturally, the 
question is immediately asked where 
there is any profit in this. If he makes 
on one and loses on the other he is no 


better off than he was when he started. 
The profit comes in the basis. 

Before showing what a basis is it is 
necessary to understand that there are 
many different kinds of grades and 
staples in a cotton crop. On the New 
York Cotton Exchange twenty-three 
different grades are deliverable against 
contracts. The price of a contract is 
based on middling grade cotton, with 
allowances added to or deducted from 
the price depending on the grades de- 
livered, whether more or less in value 
than middling cotton. The fluctuations 
in the value of the contract are 1/100 
of a cent per pound, which equals 5 
cents a bale or $5 a contract of 100 
bales, weighing 50,000 pounds. 

Therefore, the most important 
knowledge a cotton merchant can have 
is the value of these different grades. 
Equally important is the knowledge of 
the value of the staple, or length of 
fiber, as cotton grows from less than 
1 inch to 1% inches in length. Each 
bale has an individual value and must 
be bought on its own merits. The price 
is determined on a value per pound, the 
standard bale being 500 pounds in 
weight. It is the knowledge of the 
value, or rather, it is the knowledge 
obtained from years of experience as to 
what this value should be, and there- 
fore the correct purchasing and selling 
of these grades and staples, which 
shows at the end of the year a profit or 
a loss for the year’s business. There 
are other considerations which go to 
make up the basis. They may be sum- 
marized as follews: 

Ist. Value of grade above or below 
Middling, which is the sale price of the 
future contract. 

2nd. Proportionate cost of handling 
the cotton, such as office expenses, sal- 
aries, etc., figured down to a cost per 
pound; for a shipper knows what his 
fixed charges, etc., will be for the year, 





162 


and can judge about how many bales 
per year he should handle. 

3rd. Insurance on his stock. Most 
shippers carry a certain amount of cot- 
ton on hand constantly, so can figure 
that they will average in the warehouse 
in a year so many bales. It may be 
10,000 bales in October, only 200 bales 
in May, and none in August, but this 
can be averaged down for a whole year 
to a cost insurance per pound. 

4th. Average storage charges figured 
by the same method. 

5th. Allowance for average loss in 
weight and tare claims, based on pre- 
vious years’ claims. 

6th. Brokerage both to spot brokers 
in the East and future brokers in New 
York. 

7th. Cost of freight to destination. 

8th. Interest charges. 

9th. Profit. 

Hence a basis is like this: 


Ist. Grade 

2nd. Handling 

3rd. Insurance 
4th. Storage 

5th. Loss in weight 
6th. Brokerage 
7th. Freight 

8th. Interest 

9th. 


120 points. 


From the above it is seen that the 
only part of the basis which will be 
likely to vary to any great extent is the 
value of the grades, the other portions 
of the basis being in the nature of 


fixed or standard expenses. A mer- 
chant in buying from the farmer or 
small storekeeper, taking 25 points as 
his idea of the value of the grade, can 
give this much on contract prices New 
York for a certain grade. Of course he 
does not as a tule make such an offer 
because the farmer desires to sell all 
his cotton and not selected bales. 
Hence the merchant has to figure all 
the different values for the different 
grades that the farmer has for sale and 
make him an average price. 

To illustrate, suppose the farmer has 
400 bales for sale of four different 
grades, 100 bales of each grade. The 
merchant figures what each grade is 
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worth and strikes an average, like this: 

100 bales good Middling 75 points, or 
Mec. on Middling; 100 bales strict Mid- 
dling 50 points, or “%c. on Middling ; 100 
bales strict low Middling 25 points off, 
or 4c. off Middling; 100 bales low Mid- 
dling 50 points, or “4c. off Middling. 
Average for the lot %c. on Middling. 

Hence the merchant offers the 
farmer the price in New York, say IIc., 
and a half a cent additional or 11%c. 
round for the 400 bales. Buying the 
cotton he immediately sells four con- 
tracts in New York, and wires his spot 
broker offering 100 bales each as fol- 
lows: 

Good Middling 75, and the rest of 
the basis, which is 95 points, at 170 
points on contracts landed; strict Mid- 
dling, 145 points on contracts landed; 
strict low Middling, 70 points on con- 
tracts landed; low Middling, 45 points 
on contracts landed. 

Granting that the market in New York 
is 12c. the day that the merchant makes 
his sale, he would draw for his Good 
Middling cotton at 12c. plus 170 points 
or at 13.70. If, on the other hand, the 
market in New York was 9c. he would 
draw for 10.70 or 9c. plus 170 points. In 
the first case the increased valuation of 
his spot cotton offsets the loss in his 
contract hedges; in the second case the 
loss in the value of his spot cotton is 
offset by the profit made in his contract 
hedge. 

He instructs his broker to buy in the 
contracts which have been sold in New 
York should he succeed in selling the 
cotton. Therefore, it is evident that 
a merchant does not care where the 
contract market goes to. provided he 
can obtain his basis. So long as he 
obtains his basis, which includes all ex- 
penses and his profit, he is indifferent 
what the sale price is which he receives 
for his cotton. 

Buying cotton “on basis” does not 
always mean that there will be no loss 
even though the cotton be hedged. He 
may have made a mistake in his judg- 
ment as to the value of certain grades 
and paid too much for them, or he may 
have made a mistake and sold them for 
too little. That is a business risk he 
has to take, and which can never be 
eliminated from business. He can 
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hedge by selling or buying contracts 
against a gross loss in value for his cot- 
ton, but he cannot and never will be 
able to hedge against his business judg- 
ment, any more than a manufacturer 
who buys a large supply of raw ma- 
terial at a cheap price, and finds that he 
has more than he needs, can find fault 
with the fact that he bought. The idea 
of buying was correct, but it was a mis- 
take in judgment to buy too much. 

The cotton spinners of the Continent 
and England buy large quantities of 
cotton “on basis,” and it is done to 
some extent in our country. They 
know from years of careful records 
what their average basis should be. 
Hence when they find cotton offered 
to them at less than their average basis 
and having no sales made of cloth into 
which they could spin this cotton, they 
will buy the basis and sell contracts 
against it. 

Thoroughly understanding the method 
used above, the hedging of cotton in the 
contract markets illustrates very clearly 
that the investor who buys a future 
contract usually buys the hedge which 
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some merchant has sold against the 
cotton he has in his possession. This 
cotton may be in Galveston, Texas, but 
the merchant looks to the investor or 
his broker to protect or guarantee by 
margins the sale which the merchant 
has made to him. Hence it is that the 
large contract markets are so vital to 
the movement of the cotton crop and 
hence it is that the risks involved in the 
marketing of such a valuable commod- 
ity are borne by so many different in- 
dividuals. It is very much like a build- 
ing being insured for five million dol- 
lars, of which one company takes the 
whole insurance, but has a large por- 
tion of it reinsured in other companies. 
If the building burns up the weight 
does not fall on one company, but is 
scattered through many. So, too, in the 
complicated and far-reaching method of 
marketing the yearly growth of cotton 
in the United States. By means of the 
hedges bought and sold back and forth 
in the contract markets of the world, 
the weight of jinancing the cotton crop 
is scattered trom Abilene, Texas, to 
Tokio, Japan. 


The Psychology of the Stock Market 


Iii—“They.” 
By G. C. SELDEN. 


F a man entirely unfamiliar with the 
stock market should spend several 
days around the Exchange listen- 

ing to the conversation of all sorts of 
traders and investors, in order to pick 
up information about the causes of price 
movements, the probability is that the 
most pressing question in his mind at the 
end of that time would be “Who are 
‘They ?’” 
Everywhere he went he _ would 
hear about Them. In the customers’ 
rooms of the fractional lot houses 
he would find young men trading in 
ten shares and arguing learnedly as 
to what They were to do next. Tape 
readers—experts and tyros alike— 
would tell him that They were accumu- 
lating Steel, or distributing Reading. 
Floor traders and members of the Ex- 


change would whisper that they were 
told They were going to put the market 
up, or down, as the case might be. Even 
sedate investors might inform him that, 
although the situation was bearish, un- 
doubtedly They would have to put the 
market temporarily higher in order to 
unload Their stocks. 

This “They” theory of the market is 
quite as prevalent among successful 
traders as among beginners—probably 
more so. There may be room for argu- 
ment as to why this is so, but as to the 
fact itself there is no doubt. Whether 
They are a myth or a definite reality, 
many persons are making money by 
studying the market from this point of 
view. 

If you were to go around Wall street 
and ask various classes of traders who 
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They are, you would get nearly as many 
different answers as the number of peo- 
ple interviewed. One would say, “The 

ouse of Morgan”; another, “Standard 
Oil and associated interests”—which is 
pretty broad, when you stop to think of 
it; another, “The big banking interests” ; 
still another, “Professional traders on the 
floor”; a fifth, “Pools in the various fa- 
vorite stocks, which act more or less in 
concert” ; a sixth might say, “Shrewd and 
successful speculators, whoever and 
wherever they are” ; while to the seventh, 
They may typify merely active traders 
as a whole, whom he conceives to make 
prices by falling over each other to buy 
or to sell. 

Indeed, one writer of no small attain- 
ments as a student of market conditions 
believes that the entire phenomena of the 
New York stock market are under the 
control of some one individual, who is 
presumably, in some way or other, the 
representative of great associated inter- 
ests. 

It seems obviously impossible to trace 


to its source, tag and identify any sort 


of permanent controlling power. The 
stock markets of the world move pretty 
much together in the broad cyclical 
swings, so that such a power would have 
to consist of a world-wide association of 
great financial interests, controlling all of 
the principal security markets. The av- 
erage observer will find it difficult to 
masticate and swallow this proposition. 

The effort to reduce the science of 
speculation and investment to an impos- 
sible definiteness or an ideal simplicity 
is, I believe, responsible for many fail- 
ures. A. S. Hardy, the diplomat, who was 
formerly a professor of mathematics and 
wrote books on quaternions, differential 
calculus, etc., once remarked that the 
study of mathematics is very poor mental 
discipline, because it does not cultivate 
the judgment. Given fixed and certain 
premises, your mathematician will follow 
them out to a correct conclusion; but in 
practical affairs the whole question lies 
in selecting your premises. 

So the market student of a mathemat- 
ical turn of mind is always seeking a 
rule or a set of rules—a “sure thing” as 
traders put it. He would not seek such 
rules for succeeding in the grocery busi- 
ness or the lumber business; he would, 
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on the contrary, analyze each situation as 
it arose and act accordingly. The stock 
market presents itself to my mind as a 
purely practical proposition. Scientific 
methods may be applied to any line of 
business, from stocks to chickens, but 
this is a very different thing from trying 
to reduce the fluctuations of the stock 
market to a basis of mathematical cer- 
tainty. 

‘In discussing the identity of Them, 
therefore, we must be content to take 
obvious facts as we find them without 
attempting to spin fine theories. 

There are three senses in which this 
idea of “Them” has some foundation in 
fact. First, “They” may be and often 
are roughly conceived of as the floor 
traders on the Stock Exchange who are 
directly concerned in making quotations, 
pools formed to control certain stocks, or 
individual manipulators. 

Floor traders exercise an important in- 
fluence on the immediate movement of 
prices. Suppose, for example, they ob- 
serve that offerings of Reading are very 
light. Declines do not induce liquidation 
and only small offerings of stock are met 
on advances. They begin to feel that, in 
the absence -of unexpected cataclysms, 
Reading will not decline much. The nat- 
ural thing for them to do is to begin buy- 
ing Reading on all soft spots. Whenever 
a few hundred shares are offered at a 
bargain, floor traders snap up the stock. 

As a result of this “bailing out” of the 
market, Reading becomes scarcer still, 
and traders, being now long, become 
more bullish. They begin to “mark up 
prices.” This is not difficult, since they 
are, for the time being, practically unani- 
mous in a desire for higher prices. Sup- 
pose the market is 161% bid, offered at 
161%. They find that only 100 shares 
are for sale at %, and 200 are offered 
at 34. As to how much stock may be 
awaiting bids at % or higher, they can- 
not be sure, but can generally make a 
shrewd guess. One or more traders take 
these offerings, of perhaps 500 shares, 
and make the market % bid. The other 
floor traders are not willing to sell at 
this trifling profit, and a wait ensues to 
see whether any outside orders are at- 
tracted by the movement of the price, 
and if so, whether they are buying or 
selling orders. If a few buying orders 
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come in, they are filled, perhaps at 5% 
and 3%. If selling appears, the floor 
traders retire in good order, take the 
offerings at lower prices, and try it again 
the next day or perhaps the next hour. 
Eventually, by seizing every favorable 
opportunity, they engineer an upward 
move of perhaps two or three points 
without taking any more stock than they 
want. 

If such a movement attracts a follow- 
ing, it may easily run ten points without 
any real change in the prospects of the 
Reading road—though the prospects of 
the road may have had something to do 
with making the stock scarce before the 
movement started. On the other hand, 
if large offerings of stock are en- 
countered at the advance, the boomlet is 
ignominiously squelched and the floor 
traders make trifling profits or losses. 

Pools are not so common as most out- 
siders believe. There are many difficul- 


ties and complications to be overcome be- 
fore a pool can be formed, held together, 
and operated successfully, as we had am- 
ple opportunity to observe not long ago 


in the case of Hocking Coal & Iron. 
But if a definite pool exists in any stock, 
its operations are practically a reproduc- 
tion, on a larger scale and under a bind- 
ing agreement, of the methods employed 
by floor traders over a smaller range and 
in a mere loose and voluntary associa- 
tion resulting from their common inter- 
ests. And the individual manipulator is 
only a pool consisting of one person. 
Second, many conceive “Them” as an as- 
sociation of powerful capitalists who are 
running a campaign in all the important 
speculative stocks simultaneously. It is 
safe to say that no such permanent and 
united association exists, though it would 
be hard to prove such a statement. But 
there have been many times when a sin- 
gle great interest was practically in con- 
trol of the market for a time, other in- 
terests being content to look on, or to 
participate in a small way, or to await a 
favorable chance to take the other side. 
The “Standard Oil crowd,” the “Gates 
crowd,” the “Morgan interests,” and 
Harriman and his associates, will at 
once occur to the reader as having been, 
at various times in the past, in sole con- 
trol of an important general campaign. 
At present the great interests are gen- 
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erally classified into three divisions— 
Morgan, Standard Oil, and Kuhn-Loeb. 

A definite agreement among such in- 
terests as these would be impossible, ex- 
cept for limited and temporary purposes. 
This is perhaps not so much because 
these high financiers couldn’t trust each 
other, as it is because each so-called in- 
terest consists of a loosely bound aggre- 
gation of followers of all sorts and va- 
rieties, having only one thing in com- 
mon—control of capital. Such an “in- 
terest” is not an army, where the traitor 
can be court-martialed and shot; it is 
a mob, and has to be led, not driven. 
True, the known traitor might be put to 
death, financially speaking, but in stock 
market operations the traitor cannot, as 
a rule, be known. Unless his operations 
are of unusual size, he can successfully 
cover his tracks. 

From this second point of view, 
“They” are not always active in the mar- 
ket. Great campaigns can only be un- 
dertaken with safety in periods when the 
future is to a certain extent assured. When 
the future is in doubt, when various 
confusing elements enter into the finan- 
cial and political situation, leading finan- 
ciers may be quite content to confine 
their stock market operations to indi- 
vidual deals, and to postpone the inaugu- 
ration of a broad campaign until a more 
solid foundation exists for it. 

Third, “They” may be conceived sim- 
ply as speculators and investors in 
general—all that miscellaneous and 
heterogeneous troop of persons, scat- 
tered over the whole world, each of 
whom contributes his mite to the fluctua- 
tions of prices on the Stock Exchange. 
In this sense there is no doubt about the 
existence of Them, and They are the 
court of last resort in the establishment 
of prices. To put it another way, these 
are the “They” who are the ultimate con- 
sumers of securities. It is to Them that 
everybody else is planning, sooner or 
later, directly or indirectly, to sell his 
stocks. 

You can lead the horse to water, but 
you can’t make him drink. You or I or 
any other great millionaire can put up 
prices, but you can’t make Them buy the 
stocks from you, unless They have the 
purchasing power and the purchasing 
disposition. So there is no doubt that 
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here, at any rate, we have a conception 
of Them which will stand analysis with- 
out exploding. 

In cases where a general campaign is 
being conducted, the “They” theory of 
values is of considerable help in the ac- 
cumulation or distribution of stocks. In 
fact, in the late stages of a bull campaign 
the argument most frequently heard is 
likely to be something as follows: “Yes, 
prices are high and I can’t see that fu- 
ture prospects are especially bullish— 
but stocks are in strong hands and They 
will have to put them higher to make 
a market to sell on.” Some investors 
make a point of dumping over all their 
stocks as soon as this veteran war-horse 
of the news brigade is groomed and trot- 
ted out. Likewise, after a prolonged 
bear campaign, we hear that somebody 
is “in trouble” and that They are going 
to break the market until certain con- 
centrated holdings are brought out. 

All this is very likely to be nothing 
but dust thrown in the eyes of that most 
gullible of all created beings—the hap- 
hazard speculator. When prices are so 
high in comparison with conditions that 
no sound reason can be advanced why 
they should go higher, a certain number 
of people are still induced to buy be- 
cause of what They are going to do. Or, 
at least, if the public can no longer be 
induced to buy in any large volume, it is 
prevented from selling short for fear of 
what They may do. 

The close student of the technical con- 
dition of the market—by which is meant 
the character of the long and short inter- 
ests from day to day—is pretty sure to 
base his operations to a considerable ex- 
tent on what he thinks They will do 
next. He has in mind Them as de- 
scribed in the first classification above— 
floor traders, pools and manipulators. 
He gets a good deal of help from this 
conception, crude as it may appear to 
be—largely, no doubt, because it serves 
to distract his mind from current news 
and gossip, and to prevent him from 
being too greatly influenced by the mo- 
mentary appearance of the market. 

When the market looks weakest, when 
the news is at the worst, when bearish 
prognostications are most general, is the 
time to buy, as every schoolboy knows ; 
but if a man has in mind a picture of a 
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flood of stocks pouring out from the four 
quarters of the globe, with no buyers, 
because of some desperately bad news 
which is just coming over the ticker, it 
is almost a mental impossibility for him 
to get up the courage to plunge in and 
buy. If, on the other hand, he conceives 
that They are just giving the market a 
final smash to facilitate covering a gi- 
gantic line of short stocks, he has cour- 
age to buy. His view may be right or 
wrong, but at least he avoids buying at 
the top and selling at the bottom, and he 
has nerve to buy a weak market and sell 
a strong one. 

The reason for the haziness of the 
“They” conception in the average trad- 
er’s mind is that he is only concerned 
with Them as They manifest Themselves 
through the stock market. As to who 
They are he feels a mild and detached 
curiosity ; but as to Their manifestations 
in the market he is vitally and financially 
interested. It is on the latter point. 
therefore, that he concentrates his 
thoughts. 

But inasmuch as definite, painstaking 
analysis of a situation is always better 
than a hazy general notion of it, the 
trader or investor would do much better 
to rid his mind of Them. The word 
“They” means nothing until it has an 
antecedent; and to use it continually 
without having any antecedent in mind 
is slipshod language, which stands for 
slipshod thinking. They, in the sense 
of the big banking interests, may be 
working directly against Them in the 
sense of individual manipulators; the 
manipulator, again, may be trying to trap 
Them in the sense of floor traders. 

A genuine knowledge of the technical 
condition of the market cannot be 
summed up in any offhand declaration 
about what They are going to do. You 
cannot determine the attitude toward the 
market of every individual who is inter- 
ested in it, but you can roughly classifv 
the sources from which buying and sell- 
ing are likely to come, the motives which 
are likely to actuate the various classes. 
and the character of the long interest and 
short interest. In brief, after enough 
study and observation, you can always 
have in mind some kind of an antecedent 
for Them, and must have it, if you base 
your operations on technical conditions. 





Monthly Net Earnings 


Returns of Principal Railroads Down to Latest Dates Available. 


Current Changefrom Fiscal Fiscal yr. Change from 
month. last yr. yr. ends. to date. last fisc. x 
Atch., Top. & Santa Fe.. . $3,817,132 +$44 June 30 $15,578,637 —$1,692, 
Atlantic Coast Line “Oo 1 8,210 June 30 2,493,4 +191,609 
Balt. & Ohio i 4 403,994 June 30 +941 ,397 
Boston & Maine........... Nov. June 30 87 —455,179 
Buffalo, Rochester & Pitts. -Nov. June 30 —234,054 
Can. Pacific Nov. 3,987. , June 30 
Gee We nw nccicecker oe , June 30 
Central-R. R. of N. J , +-18, June 30 
COE, Ss ccs ckuncece Nov. June 30 
OO ee Nov. , June 30 
Chic., Burlington & Quincy. Nov. June 30 
Chic. Great Western.......Nov. 262,483 June 30 
Chic., Mil. & St. Paul r, } . June 30 
Chic. & Northwestern Nov. — 30 
Cleve., Cincin., Ohio & S. L. Nov. 634, ec. 31 
Colo. & Southern ’ — 30 
’ . ec. 31 
Del., Lack. & Western..... Nov. y Dec. 31 
Denver & Rio Grande ‘ y June 30 
Erie Nov. 1, : June 30 
Gt. Northern . 3,359, ; June 30 
Hocking Valley : ’ June 30 
Ia. Central 36,660 June 30 
Ill. Central ; . June 30 
Kansas City So lov. , _ 30 
Lake Erie & West 7 85,562 ec. 31 
Lake Shore & Mich So.... ’ 
Lehigh Valley ; , 1,568 song 30 
eo” eee Nov. y 
Louis. & Nashville . 1,588,258 , we 30 
Michigan Central 3 +268, 
Minn. & St. Louis : , June 30 
Minn., S. P. & Ste. Marie. . Nov. . June 30 
Mo., Kansas & Texas : : , June 30 
Mo. Pacific , tl une 30 
National Rwys. of Mexico.Nov. 2,472, +266, une 30 
N. Y. Central Nov. , ce Si 


N. ; * 

ee Ont. & Western 

Norfolk & Western 

No. Pacific 

Pacific Coast 

Pennsylvania R. R 

Pere Marquette 1 

Pitts., Cin., Chic. & St. L..Nov. 

Reading Nov. 

Rock Island 

Seaboard Air Line , 

St. L. & San Francisco.... Nov. 

St. L. Southwestern Nov. 

So. Pacific ; 

Oe Pre Nov. 

Texas & Pacific 

Toledo, St. L. & Western. . 58 , 

Union Pacific Nov. , f 17, 157, 193 
Wabash Nov. 3,501,580 
Western Maryland ; 870, 
Wheeling & Lake Erie . 262,446 1,068,350 
Wisconsin Central Oct. 982,778 
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The Pennsylvania Railroad System 


Prepared Especially for THE MAGAZINE OF WALL STREET 
By WRENN BROS. & CO. 


T requires somewhat more imagina- 
tion than most of us possess to re- 
alize the extent of the Pennsylvania 

Railroad System. This, of course, is 
due in part to the fact that we are in the 
habit of looking only at the statements 
of the Pennsylvania Railroad Company 
—which constitutes just about one-half 
of the entire system. The gross earn- 
ings of all lines taken together total 
about $330,000,000, or 12.8 per cent. of 
the aggregate gross earnings of all rail- 
roads in the United States. Even this 
huge total, however, does not fully meas- 
ure the importance of the system; for 
the company’s freight rates are below 
average, and the amount of traffic han- 
dled is greater as compared with the ag- 
gregate railroad traffic of the United 
States than is the total revenue received. 
Instead of 12.8 per cent., this system 
handles 15.7 per cent. of all the freight 
carried by all our railroads. 

It is almost equally difficult to conceive 
the greatness of the territory served by 
this system. Its mileage is practically 
equal to that of the Argentine Republic, 
and is nearly half as large as that of 
Great Britain. Moreover, its gross in- 
come is only a little smaller than the en- 
tire income of all railroads in France. 
By cities, the system is bounded on the 
east by New York, Jersey City, Philadel- 
phia, Atlantic City, Baltimore and Wash- 
ington; on the west by Chicago, Mil- 
waukee, Peoria and St. Louis; on the 
south by Louisville and Cincinnatti; and 
on the north by Grand Rapids, Toledo, 
Cleveland, Erie, Buffalo and Rochester. 

To facilitate the management of this 
immense system the lines west of Pitts- 
burgh and Erie are separately controlled 
and managed by the Pennsylvania Com- 
pany, which was organized for that pur- 
pose in 1871, and is itself owned 
by the Pennsylvania Railroad Company. 
The Pennsylvania Company controls 
1,416 miles of line, as compared with 
3,947 miles for the Pennsylvania Rail- 


road Company—whereas the entire sys- 
tem embraces 11,360 miles. Pittsburgh 
and Erie mark a natural dividing line 
between the eastern and western branches 
of the system; for the traffic eastward 
from these points consists largely of coal 
and iron, whereas the traffic westward 
consists principally of agricultural prod- 
ucts and general merchandise. 

During the past two years the stock 
of the Pennsylvania Railroad Company 
has suffered in the eyes of investors be- 
cause of the enormous increase in capi- 
talization, and the fear that earning 
power would be permanently diminished. 
We shall see, however, that this does not 
seem likely to prove true, except so far 
as it is true of all railroads operating in 
the territory north of the Mason and 
Dixon line, and east of the Mississippi 
River. It must be remembered that op- 
erating conditions in this territory are 
distinctly different from the conditions 
prevailing in other parts of the United 
States. Traffic is more dense; passenger 
rates are generally lower, passenger 
business less profitable; competition is 
more severe; freight rates are somewhat 
lower, even in proportion to the kind of 
traffic handled; and more efficient man- 
agement is required in order to show 
profits. 

Throughout its entire history, how- 
ever, the Pennsylvania Railroad has set 
the standard for high efficiency as well 
as for progressiveness. It was the first 
American railroad to use steel rails, the 
first to use Bessemer rails, the first to put 
the steel firebox under the locomotive 
boiler, the first to use the air brake and 
the block signal system, and the first to 
use the overhead crane. The company is 
now experimenting in forestry with a 
view to providing itself with moderate 
cost railroad ties, and is also experiment- 
ing with ties other than wood for the 
same general purpose. 

Pennsylvania stock has never been 
managed as a speculative football, The 
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THE PENNSYLVANIA RAILROAD SYSTEM. 


original promoters of the company 
were Philadelphia financiers, with a 
conservatism more English than Amer- 
ican; and there are very few Amer- 
ican railroads whose shares so large- 
ly represent actual outlays of capital. 


Nor should it be overlooked that 
during the two great periods of 
railroad. receiverships and reorganiza- 


tions, namely, 1873-77, and 1893-96, this 
company continued to prosper. Upon 
each of these occasions about one-third 
of all the railroads in the United States 
fell into the hands of receivers; and 
while the Pennsylvania was severely af- 
fected in the seventies by the rate wars 
between the Atlantic Seaboard and Chi- 
cago, and saw its freight rates on Chi- 
cago traffic cut about 66 per cent.—yet 
net earnings from 1873 to 1877 declined 
only 12 per cent., and the company con- 
tinued to pay dividends of 5 to 8 per cent. 
most of the time, and dividends of some 
sort all the time. 

Capitalization has indeed grown very 
rapidly the past few years, and earnings 
per share have been somewhat dimin- 
ished. The decrease has been due in no 
small measure to the investment of about 
$112,965,415 in the Pennsylvania Tun- 
nel and Terminal at New York. Of 
this large sum, securities have been issued 
against only $55,565,415. The rest has 
been paid for out of earnings and out of 
various accounts. In 1906 the company 
had on hand profits of about $15,000,000 
made through the purchase and sale of 
Chesapeake & Ohio and Norfolk & West- 
ern stocks ; and about $13,000,000 of this 
was applied to the cost of tunnels and ter- 
minals. In 1907 there was a special stock 
profit of about $4,600,000 made from the 
Northern Central stock dividend, and a 
large part of this was applied to the same 
purpose. Most of the balance seems to 
have been appropriated out of earnings. 

It is clear enough that thus far the 
magnificent terminal and expensive tun- 
nel have been a burden rather than a 
source of revenue. It is estimated that 
the cost of maintenance alone amounts 
to about 18 cents per passenger ; and this, 
of course, cannot be added to the com- 
mutation fares, since it would ren- 
der them excessive, and cannot be added 
to the long-distance fares since it would 
drive away traffic. Nevertheless, the new 
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terminal has brought about substantial 
savings in lighterage, and in the cost of 
transferring passengers by ferry. Nor 
should it be forgotten that before the 
company secured its franchise to build 
the terminal, it made very extensive pur- 
chases of real estate in the vicinity over 
and above the acreage required for ter- 
minal purposes. This real estate has 
doubled in value, and is now worth about 
$8,000,000. 

It would, perhaps, not be a bad guess 
to suppose that the savings thus far 
brought about through the construction 
of the tunnel and terminal are sufficient 
to pay about half of the interest and de- 
preciation charges on the same. Ulti- 
mately, however, the property will prob- 
ably pay its entire charges; for when the 
trafic with Long Island and with the 
New England States is developed—this 
traffic resulting largely from the tunnel 
under the East River—substantial profits 
should be realized. Moreover, the tun- 
nel and terminal were necessary as a 
means of developing passenger and 
freight traffic between New York and the 
west and south; and even if they do not 
pay for themselves directly and immedi- 
ately, it seems pretty certain that in the 
long run they will indirectly much more 
than pay their own interest and deprecia- 
tion charges. 

Meantime the earning power of the 
stock has not been seriously injured. In 
1904, before this large expenditure be- 
gan, the stock earned 9.37 per cent.; in 
1905, 9.97 per cent., and in 1907, 9.54 per 
cent. Hence, the earnings of 8.25 per 
cent. during the year 1910 must be con- 
sidered very satisfactory, especially in 
view of the fact that the higher wage 
scale was paid during three-quarters of 
the year. It is true that in the boom 
year, 1906, earnings amounted to 11.67 
per cent., but this was the most prosper- 
ous year in the history of our railroads, 
and such a comparison is therefore un- 
fair. 

Another distinction of great impor- 
tance is that the difficulties of other rail- 
roads have arisen not so much from in- 
creased capitalization as from watered 
capitalization. For instance, the fail- 
ures and receiverships of the seventies 
and nineties were in the final analysis 
caused principally by the issue of stocks 
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and bonds against nothing at all, or else 
for the purpose of securing capital which, 
instead of being invested in actual rail- 
road property, found its way into the 
pockets of corrupt officials. A favorite 
method of accomplishing this was for 
the officials to organize construction com- 
panies owned by the railroad officials 
themselves, and then to have the rail- 
road pay to these companies enormously 
exorbitant prices for construction work 
done. The prosperity of the Pennsyl- 
vania during the great panics of the 
seventies and the nineties was due in no 
small degree to absence of corruption. 
Moreover, the large outlays of capital 
the past few years should not prove a 
menace to stockholders, for the reason 
that this new capital is neither squan- 
dered nor applied to unproductive uses. 


MAGAZINE OF WALL STREET. 


It is probable that for every dollar of 
new capital raised, the company now 
owns the equivalent in actual assets 
which either pay their way, or bid fair 
to pay their way in the near future. An 
expensive lease, such as the New York 
Central, made in 1873 with the Harlem 
River Railroad, which was personally 
owned by the Vanderbilts, or a purchase 
at extravagant prices, such as the New 
York Central now proposes to make, in 
Harlem River stock, could perhaps not be 
found in the entire history of the Penn- 
sylvania system. On the basis of earn- 
ing power and assets, Pennsylvania stock 
is probably worth more than it is selling 
for, and the pessimist as to the future of 
railroads may buy this issue with the as- 
surance that he is making an exception- 
ally conservative investment. 


Copper Stocks on a 14-Cent Metal Basis 


ge advance in the price of copper to 14 cents a pound has changed the aspect of 


things to a greater extent than many people realize. 


To show the increase in the 


earnings per share, Hayden, Stone & Co. compile the following table, showing current 

rate of production, estimated cost, earnings per share on 14-cent copper, the per cent. 
on the current market price of this amount, and the increase in the earnings per share that 
each cent’s rise in the price of the metal will cause: 


Production. 


Anaconda 

Calumet & Arizona 
Calumet & Hecla 
Chino 

Copper Range 

E. Butte 
Greene-Cananea 
Isle Royale 

Miami 


Nevada Consolidated 

No. Butte 

Old union + aiek okie he oe is 
Osceol 

Phelps. Dodge & Co......... 
Quinc 

Ray Consolidated 

Shannon 

Superior 

Tamarack 

Tennessee 

Utah Consolidated 8,000,000 
Utah Copper aoe 
Wolverine 9, 


Estimated 


Increase in 

earnings per 
Earnings % earnings share with 
per share on market each cent’s 

cost. the. a price. rise in copper. 
8c. $ At) $3.00 
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How They Trade 


Record of a Successful Account 


average run of people who are 

interested in the stock market, 
and of the brokers who have considered 
the question, it is a fact that out-of-town 
traders attain a higher percentage of 
success than those who spend the day 
in their brokers’ offices. A few years 
ago a prominent financial writer ana- 
lyzed the results of a large number of 
speculative accounts and demonstrated 
that the above was true. 

The out-of-town trader has the ad- 
vantage of perspective. The atmosphere 
in which he lives and moves is not super- 
charged with electricity and the hopes, 
fears, promises and predictions of the 
multitude. If he understands the prin- 
ciples of stock speculation and knows 
how to limit his losses and let his profits 
run, we should say that his chances were 
double those of the office trader. 

In proof of this there is described be- 
low a record of transactions by an out- 
of-town trader, located in a small coun- 
try town, less than one hundred miles 
away from New York. 

He never used the telephone or tele- 
graph. His orders are written out and 
mailed. They arrive at his broker’s of- 
fice the next day. If his broker has ad- 
vice or suggestions to communicate, it 
must also be done by mail. Frequently 
the broker will see an opportunity which 
should be acted upon promptly, and at 
times it must be admitted that delay is 
costly, but, in the long run, these things 
average out satisfactorily. 

This trader does not attempt to catch 
the day-to-day fluctuations, but endeav- 
ors to determine the principal interme- 
diate swings and to catch all or a good 
part of them. If he anticipates an up trend 
he will buy on a definite scale down, with 
a stop order beneath his lowest trade, in 
case of a market calamity. If he believes 
that the trend is down, he will sell on 
a scale while the rally is on. His stop 


CC’ srerege # to the opinion of the 


orders are usually adjusted so that they 
will automatically follow up a profit, and 
his orders for closing the trades are 
based on price levels which he expects 
will be reached. 

The following are some of his cam- 
paigns :* 

BouGHr. 

April 19—400 Reading at 


100 ” 
April 20—100 


SOLD. 
May 1—200 Reading at 
200 «“ “ 


May 2—200  “ 


He first bought 400 shares of Reading 
at 153 and 200 more on a one point scale 
down, His stop order was just below the 
latter trade, as he had reason to believe 
that the stock would rally from that 
point. Having taken on his line, he 
placed selling orders, also on a scale, at 
a price which he thought would be 
reached. 

His next trades were on the short side, 
as follows: 


BouGur. 


July 5—300 Reading at 
July 5—600 > 


Soxp. 
May 17—100 Reading 
May 19—100 
100 “ 
July 20—600 om 


In this case, he sold 100 Reading at 
158%, and at the same time put in or- 
ders to sell 600 or 800 shares on a scale 
up, only 300 shares being executed. On 
July 5, he covered these at 158% and 
went long 600 more on the indication 


*Nore.—These dates are taken from a statement of 
his account and are necessarily slightly different from 
the actual dates on which transactions were made. 
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that the trend for the present would be 
upward. The stock advanced above that 
level so that he could raise his stop or- 
der to 158%, but at no time did he see 
sufficient profit to make it worth while 
to sell out. However, when the stock had 
a reaction, he was sold out at 158% and 
his loss only amounted to one-quarter of 
a point plus commissions. 

This third transaction was also on the 
short side: 


Boucur. 
Aug. 7—600 Reading at 


‘Sovp. 
July. 26—300 Reading a 
Aug. 3—100 * % 
100 ae “e 
Aug. 4—100 _ 

After giving an order to sell 300 shares 
he gave a double scale order, calling for 
the sale of 100 shares on every two point 
advance and an additional 100 on every 
one point decline. He placed a covering 
order on this, which was reached on 
August 7, making a fair profit on the 
whole trade. 

Deal No. 4 was not so successful : 


BoucHr. 
Aug. 21—500 Reading at 


Sovp. 


Aug. 15—200 Reading a 
100 “c a 

Aug. 17—100 ro ” 
100 % 


On August 15, when the trend was 
down, he entered an order to sell 200 
Reading at 145, with a stop at 147, and 
to sell 100 every point down until 500 
were sold. The last lot was sold at 142. 
By this time he had reduced his stop or- 
der to 145, which was reached on August 
21, giving him a loss, but not a serious 
one. This did not discourage him in the 
least. He still anticipated a downtrend, 
and on August 23, sold 400 shares at 
various prices, covering a few days later 
as will be seen below: 


BouGar. 
Aug. 28—400 Reading at 
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Sovp. 
Aug. 23—100 Reading at...... 1445, 
100 ¥ 9 14334 
100 
100 ” 


Deal No. 6: 
Boucnurt. 
Sept. 12—200 Reading at...... 
Sept. 15—200 9 # 
Sept. 18—400 % 


Sop. 
Aug. 30—100 Reading at 
100 “ “ 


Sept. 6—100 rb 
Sept. 7—100 r 
Sept. 8—100 i 
100 
100 
Sept. 11—100 


Between August 30 and September 11, 
800 shares were sold on scale orders be- 
tween 140% and 144%, part of the cov- 
ering being 200 at 13734 and 200 at 
13634. As he had brought his stop 
down when the market declined, he 
closed out the last of it when the rally 
caught his stop order at 140%. 

Deal No. 7 was on the short side of 
Steel Common : 


BouGnH¢r. 
Oct. 30—100 U. 'S. Steel at......51% 


Sop. 
Oct. 25—100 U. S. Steel at......59% 


His scale order on October 25 was 
“Sell 100 Steel Common at the market 
and 100 more every point advance. His 
original stop on the whole quantity was 
only about four points above the price 
obtained for the first and only lot sold. 
On the day Steel broke to 50, his buy- 
ing order was reaached—5134. Had Steel 
rallied three or four points further be- 
fore the slump took place, he would have 
made a killing. 

At his broker’s suggestion that the 
market had turned, he bought 800 Read- 
ing at 138%, limiting his loss to two 
points from the purchase price. This 
order was followed by instructions to 
sell 100 shares every point up, beginning 
at 140, and to keep his stop order two 
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points below the last sale. This deal 


was highly successful, the last of Read- 
ing being closed out at 147, netting a 
profit of about $1,900. 


BouGHt. 
Oct. 31—800 Reading at 
SoLp. 
1—100 Reading at 
100 ia) iad 
100 * 
Nov. 3—100 
100 
Nov. 4+—100 
Nov. 6—100 
100 " 


The strong points of this operatcr’s 
methods are: 

1. Stop orders are used as protection 
against serious loss on the original trade. 

2. Stop orders are moved up so that 
profits are secured and losses gradually 
eliminated when the stock moves in a 
favorable direction. 

3. Selling on a scale up in a down- 
trend instead of trying to catch the top 
eighth on which to sell the whole lot. 

4. Buying on a scale down when the 
trend is up. 

5. Using scale orders in closing trades 
so that on at least part of your holdings 
there is a chance to get the benefit of al- 
most the entire swing. 

6. Operations are confined to one or 
two of the most active stocks which 
yield the widest swings and therefore 
the greatest profits. 
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7. The use of ample capital so that 
even a succession of small losses will not 
cripple the account. 

8. Aiming to catch most of the prin- 
cipal swings, but not trying to stay in 
the market all the time. 

9. Value of automatic scale orders, 
which enable the trader to go about his 
business without watching or worrying 
as to what the market is doing. 


This account is one of the most scien- 
tifically handled of all the accounts we 
have seen in recent years. This is not 
judging so much by the amount of 
money realized, which, roughly figured, 
is perhaps double the amount of the 
capital employed, but rather on account 
of the method which yields such good 
results with little care and attention on 
the part of the operator. 

It will be seen from the above that 
there are ways in which the scale method 
can be used to good advantage. But if 
these scale orders were placed without 
stop orders to limit possible losses, the 
advantage of the plan would be almost 
wiped out. It has been pretty thorough- 
ly demonstrated that scale trading in 100 
share lots against the market might some 
day require a capital extending into sev- 
eral figures. 

In order to trade on the plan of this 
operator, one must have a_ thorough 
knowledge of the trend of the market 
as well as the immediate swing, or be 
guided by some one who has this know!l- 
edge. 








The Master Manipulator 
A Correspondent Seriously Doubts His Existence. 


DITOR of Tue Ticker: 

In a recent issue, Mr. Frank 
H. Tubbs asserts the  exist- 
ence of a master manipulator, one who 
“sits behind the curtain and pulls the 
wires,” and he decides that it must 
be one man—a single individual—who 
occupies that uniquely powerful posi- 
tion. With all respect for Mr. Tubbs 
and appreciating the apparent cogency 
of his argument, I doubt the correct- 

ness of his deduction. 

In the first place: Quite a number 
of us have been getting more or less 
of a living out of the market these 
many years, all the time studying manip- 
ulation from every imaginable angle. 
I suspect we would have spotted our 
man by this time or, at least, have satis- 
fied ourselves of his existence. And 
we have not done so. 

Second: Some of us think we know 
how the thing really is worked, and 
if we are right there is no necessity for 
such an overmastering, single, direct- 
ing mind. At any given moment, it is 
true, the market has a center of gravity, 
a local spot, toward which all eyes are 


directed, and the action of the stock- 
group involved does measurably influ- 
ence the course of the market as a 
whole, for the time being. So much 
must be granted. But the idea of a 
centralized control of all the stock 
groups is the result of observing the 
more or less simultaneous course of the 
whole market. And the explanation is, 
simply, that similar minds are likely to 
be affected similarly by a given con- 
dition or occurrence. 

The so-called “insiders” are a not 
very numerous body of highly trained 
experts, their position being the reward 
of proved ability as judges of market 
conditions and possibilities. All being 
trained in the same school, they are 
likely, as a body, to pursue parallel 
lines of action. In fact, disaster has 
usually befallen any one of their mem- 
bers who has been rash enough to try 
to pursue a divergent course of his 
own. 

It is a question whether the whole 
matter is worth while, anyway. Seri- 
ous traders are concerned with manipu- 
lation itself, not with the personal iden- 
tity of the manipulators. 


Averaging and the Laws of Probability 


But one of the fundamental principles of 
sound trading methods is, in my opinion 
and according to my experience, that all 
commitments belonging to the same 
series should be in the same number of 


HE recent articles in the TICKER 
(see October, November and Jan- 
uary issues) exposing the fallacy 

of “averaging” as commonly practised, 
are thoroughly a propos, and should be 
taken to heart by a good many traders 
who are persistently throwing good 
money after bad. 

The method of “limited averaging” 
therein described is quite another thing, 
however, and is valuable in certain cases. 


shares. It is necessary to provide for 
the possibility that the stock may not 
move towards the calculated “stop point” 
far enough to allow the whole line to 
be taken on at the proposed points, very 
possibly in an instance where a large 
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profit in points is about to materialize. If 
the whole line is not taken the average 
profit on the whole series of trades is 
seriously reduced. 

In my own trading I overcome the dif- 
ficulty in the following manner: Taking 
the proposed trade in Steel as given (loc. 
cit.), my normal commitment is, say, 300 
shares. I may buy 100 at 72% with stop 
at 69%, hoping to buy at 71% 
and at 70%, all with the same 
stop. But if no further reaction 
occurs I must buy the other 200 
shares on the way up, say before it 
reaches 73% or 74, with stop changed so 
as to be 2 points from my average price, 
if | am using that size stop normally. If 
it declines part way and I can buy my 
second lot at 71%, but not the 70% kind, 
I must buy my third lot as soon as satis- 
fied that a rally is in order, making my 
stop average two points, I would not al- 
low the price to rise much above 73 be- 
fore buying it, and in that case my. stop 
must be made 71 (which is less than 2 
points average), because I am now 
started to “follow the trade up” with a 
2-point stop. 

I often employ this idea in my tape- 
teading operations, but on a narrower 
basis, and usually only for two lots of 
stock. The method is valuable on the 
long side to any one able to recognize 
the upper turning points more clearly 
than the lower, because he can usually 
take the short side with his whole line 
close to his calculated stop before the 
stock has moved beyond normal “stop- 
ping distance.” Traders who can detect 
bottoms better than tops will find the 
method most useful on the short side. 

I believe the widespread fallacy of 
“averaging,” i. e., trading on an unlimited 
scale (which is the antithesis of the 
stop-order method), has its origin in a 
misunderstanding. Averaging appears 
to be supposed to be in some way con- 
sonant with the laws of probability—but 
it is not. The laws of probability are 
dead against scale trading. 

These same laws, however, when prop- 
erly applied to methodical stock trading, 
do themselves suggest a principle of real 
value that is employed by many traders 
successfully. I allude to what may be 
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called “cumulative trading.” One form 
of it is the familiar “pyramiding” oper- 
ation ; but in my opinion that is not the 
most useful way of employing it. 

Let us start with the postulate that 
methodical stock trading contemplates a 
series of more or less numerous and 
more or less temporary uniform com- 
mitments, from which an average profit 
—that is, an excess of profits over losses 
—is expected, irrespective of the sequence 
in which profits and losses may appear. 
Trading operations are not subject to 
the laws of probability in their rigid 
mathematical sense. Each trade may 
equally well turn out profitable or not, it 
is true, but the element of trained judg- 
ment involved in making the trade, and 
the technical safeguards applied to it 
after it is made, incline the (otherwise 
purely equal) mathematical odds in the 
trader’s favor, especially in regard to the 
value of the result, namely, the number 
of points loss in a losing trade will tend 
to be less than the number of points profit 
in a gaining trade. 

Consequently, in a series of trades, all 


made upon a uniform methodical basis, 
the occurrence of two losing trades in 
succession does measurably increase the 
chances that the next succeeding trade 


will be profitable. Furthermore, this in- 
creased chance of profit is larger than 
the increased chance of loss in the next 
trade succeeding two consecutive profit- 
able trades. 

From this it results that the principle 
of increasing the size of commitments 
after two losses in succession is justifi- 
able, provided that such increase is of 
moderate extent, and is uniformly made, 
to such a degree as not to amount to 
overtrading. 

The exact form in which this principle 
is to be applied depends, of course, upon 
the details of the method of trading 
normally employed. In my own case I 
increase my trades 50 per cent. in cer- 
tain circumstances, but my method in- 
volves a stop on the extra amount of 
stock closer than my normal stop, and I 
take the extra stock on very much in the 
manner of “limited averaging,” dis- 
cussed above I find it pays me quite 
well.—T3. 
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Allis-Chalmers Co.—*Has on hand $900,- 
000 to meet Jan. 1 interest on $11,148,000 5% 
bonds, about $275,000. Net working capital $7,- 
130,000 with which estimated Co. will end yr., 
is made up of $3,900,000 accts. receivable, $5,- 
000,000 inventories, and $900,000 cash. Against 
this are $1,420,000 of notes payable and $1,250,- 
000 current liabilities. The notes payable is a 
fairly pressing obligation.—*Although interest 
maturing Jan. 1 on the Ist mortgage 5% 
bonds is not to be paid, it is expected that 
receivership will be postponed .for ninety 
days at least. The default of interest does not, 
by any means, throw the Co. into hands of re- 
ceiver. The bondholders’ committee has ar- 
ranged with the Central Tr. Co. to advance 
bondholders the amount of Jan. 1 coupons de- 
posited—*The first report of Co. set value 
of ty gee property at $20,000,000. This in- 
creased up to last report to over $38,000,000, 
and that points out main cause of trouble; 
that is, an investment in fixed capital far 
ahead of Co.’s needs, making for a productive 
capacity away ahead of its ability to sell the 
product of its great plant. 


Am. Agri. Chemical.—*Directors were 
unanimous that time had come when common 
should make return to owners. At 63, paying 
4% divs., stock is on income basis of 6.34% 

—*End of last fisc. yr. current assets were 
$24,745,338 and current liabilities $3,322,514, 
which left working capital $21,422,824. Sur- 
plus after divs. last fisc. yr. $1,536,803; total 
surplus, after Her $400,000 to deprecia- 
tion, was $6,605,499—7Co. plans in 1912 to in- 
crease production by tons, largely re- 
sult of new plants. Profit of $4-a ton is fair 
estimate, and Co, will have increased coruings 

a year from this source, or $270,000 
yr. above 4% div. 


Am. Beet 
beets largest ever gathered in any state. 


—*Michigan crop of 
Ap- 


Owing to the vast amount of information condensed into these 


proximately 150,000 acres were planted and 
farmers will receive more than $8,000,000 for 
their beets. The dry, hot weather advanced 
the beets in sugar percentage—}Co. is now on 
regular 5% dividend basis. Business is in- 
creasing steadily and financial conditions is 
strong.—*Officials of Co. are reported as esti- 
mating year’s earnings at over 15% on com- 
mon stock, which would compare with 10.9% 
last year, 7.3% in 1910 and 7% in 1909. 


American Can.—*Rumors of increased 
payments on back divs. on pref. stock caused 
recent rise in quotations. Surplus Dec. 31, 1910, 
was $6,789,888, equivalent to 16% of the 32% 
accrued. It is rumored also that back divs. will 
be paid through a bond issue, in which com. 
stockholders will benefit. It is not believed in 
conservative quarters that directors will make 
any change. in div. at next meeting. 


Am, Car & Foundry.—*The low prices 
prevailing for R. R. equipment, particularly for 
freight cars, have tended to obscure volume of 
buying last seven weeks. During this period 
60,000 freight cars have been ordered. This 
Co. has booked about $25,000,000 worth. This 
with previous orders means business enough 
to keep plants operating as now up to Apr. 1. 
Since Nov. 1 Co. has the best volume of R. R. 
buying to its credit of any time since fall of 
1909. Current fisc. yr. which ends Apr. 30 
next, will get benefit of heavy Nov. and Dec. 
buying. Even without this, however, Co. 
would have earned its 7% pref. div., as its mis- 
cellaneous income including sale of castings 
and repair work is ordinarily sufficient to earn 
the $2,100,000 required for pref. div. Prices for 
freight cars are 25% below normal. The next 
change is bound to be an advance. Fully 
90% of all freight cars built are either all- 
steel or steel under-frame, while 75% of new 
passenger cars are of steel construction. — 

*N Cen. has ordered 155 steel passenger 
cars from this Co., to cost $2,325,000. 
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Am. Cotton Oil—*Mills now pay about 
$20 a ton for raw material, compared with 
$30 a yr. ago. 1912 followed two compara- 
tively small crops, hence there will be a larger 
demand for planting seed this yr., and it is 
safe to say that earngs. will be much larger 
than for 1911. Co. will spend $1,000,000 to 
$1,500,000 on new plants at Bayonne, N. J. 
From the $5,000,000 bond issue $520,316 was 
spent in addition to property and $1,129,454 
for discount and bond expenses, and the def- 
icit arising from divs. paid in 1912, leaving 
net addition to working capital of $3,350,230. 
Extensions will be made from working capital, 
Co. continuing to be a borrower when neces- 
sary, until time is deemed appropriate for issue 
of all or part of the $10,000,000 bonds available 
for issue. No bond issue is contemplated in 
the immediate future. 


Am. Ice.—*Report for yr. ended Oct. 31, 
1911, shows: Gross $9,004,476, net prof. $596,- 
431, equal to 4% on $14,920,200 pref. stock, 
compared with 3.22% earned on same stock pre- 
vious yr. Surplus, including Sub. Cos. Oct. 31, 
1911, $3,241,935. Accrued dividends unpaid on 


pref. stock amount to $6,564,888. 


Am. Locomotive.—*Co. will conclude first 
half of 1911-12 fiscal yr. Dec. 31. In yr. 1910-11 
earnings totaled $4,122,870. After paying off 
bonds of constituent Cos. and pref. stock divi- 
dend and allowing a sum of $300,000 for addi- 
tions and betterments, a surplus was left for yr. 
of $1,515,501, equal to more than 6% on com- 
mon stock. The present fiscal yr. was begun 
with unfilled orders amounting to $6,015,000, 
compared with $17,550,000 on July 1, 1910. The 
policy of strict retrenchment inaugurated last 
winter has been rigidly followed since. 


Am. Smelting & Ref.—*Am. Smelters 
Secu. own 32,000 shares com. stock of the Fed- 
eral Co., or a majority of the $6,000,000 com- 
mon outstanding. The price paid averaged 
between $120 and $125, the total cost being 
about $3,850,000, showing a loss today at pres- 
ent market price of approximately $3,425,000. 
Last year the Securities Co. wrote off $2,750,- 
000 for “depreciation in value,” bringing the 
“book” value of its Federal com. to about $34 
a share—*Federal Min. & Smelt. earngs. of 
$197,800 for quarter ending Nov. amount to 
$12,000 less than pref. div. requirements. Un- 
less earnings improve, pref div. rate may be re- 
duced, as Co. must conserve resources for im- 
provements and extensions. 


Am. Steel Foundries —*N. Y. Cen. has 
placed an order with Co. for 17,000 car coup- 
lers—*Operations have shown no falling off 
and plants are still running at about 55% of 
capacity. Recent business included castings for 
the Panama Canal, work sublet to the Co. by 
the Otis Elevator Co. Fhe next report of 
earngs. will be ready some time in Feb. and 
will be for new fisc. term ending Dec. 31. And 
it is believed that the statement will show gains 
over last yr. Earngs. for the 14 mos. to Sept. 
30 last showed a deficit of $117,132 before 
divs., and the actual loss for period was $761,- 
352, which was made up from surplus, 
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Am. Tel. & Tel. Co.—*It is safe to state 
that increase in Bell stations last year was 
between 730,000 and 750,000, of which 450,000 
represented increase in Am. Tel. subsidiaries, 
leaving remainder to connecting independent 
Cos.—*Co. reports for 10 months ended Oct. 31 
last, total revenue $33,435,519, total disburse- 
ments $12,367,403, balance $21,068,116; Divs. 
paid April 15, $2; July 15, $2; Oct. 16, $2; 
$16,285,908 ; revenue balance $4,782,208.—* How 
enormously Co.’s business is expanding can be 
seen by the fact that gross earnings 11 years 
ago were $46,385,000, while the year closed 
Dec. 31, 1910, they were $165,612,881. For 
1911, according to preliminary estimates, Co. 
will show gross $178,000,000. After payment of 
the 8% dividend, statement for 1911 will show 
surplus of about $5,500,000 against $6,079,071 in 
1910. This is an insignificant decrease.—* 
President Vail has now reached the point of 
the subsidiary system where further exchange 
of parent stock for minority stocks of operating 
Cos. is not likely. The long campaign is 
ended, certainly for some years to come. 


Atchison.—}fOct. decrease in net was only 
$230,000 and Nov. only $98,000, and if rate 
of decline for these 2 mos. continued for re- 
maining 7 mos. of fiscal yr., total decrease 
would be about $3,000,000, less than 154%, 
on com. stock. As earngs. on com. last fis. 
yr. were 914%, Atchison would still have for 
current yr earngs. of 8%.—tAnalysis of oper- 
ating account shows reduction in maintenance 
expenditures, and transportation efficiency has 
also been improving. Dec. results should 
show increase in net for first time this fiscal yr. 


Atlantic Coast Line.—*There is $30,600,- 
000 of Louisville’s stock deposited behind At- 
lantic Coast Line collateral trust 4s, and in 
the indenture strict provision is made that no 
more than $35,000,000 of the bonds can be 
issued and that 51% of Louisville’s stock must 
be kept behind them: They are retirable at 
105, and it is believed that Coast Line will 
retire them rather than place more Louisville 
stock back of them, as it would have to in 
event of a stock increase. When these bonds 
were issued in 1902, as part payment for Louis- 
ville shares, that stock was selling at 125, and 
paying 5%. (See Louis. & Nashville.) 


Baltimore & Ohio.—7AIl necessary assur- 
ance that B. & O. will declare regular 6% div. 
at Jan. meeting is given by statement of current 
earngs. Report for Nov. shows business is ex- 
panding ; operating expenses gradually reduced 
and net compare well with the best mos. in Co.’s 
history. Net earngs. for 5 mos. show an in- 
crease of $941,397, or 8%, in spite of loss in 
gross, and working expenses amounted to but 
67.8% of gross compared with 70.5% for cor- 
responding 5 mos. of a yr. ago. 


Bethlehem Steel.—71911 was one of the 
most successful years the corporation has 
ever experienced. Orders taken past yr. were 
near a new high record. The annual report 
will be published during latter part of March 
and is expected to show balance for dividends 
equal to over 14% on the $14,908,000 pref. stock 
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outstanding compared with a little over 13% 
in previous year. 


Brooklyn Rapid Transit.—t+Earnings are 
between 614% and 7%. Increases are assured 
even in times of business depression. The 
present dividend rate is 5%, but an advance to 
6% is a strong likelihood within next year or 
two.—*Co. has now finished its first half year. 
During this — increase in gross receipts 
has been $672,000, or at rate of $1,340,000 for 
full 12 months, comparing with a gain in the 
1911 year of $1,007,028. For six years in suc- 
cession B. R. T. was spending an average of 
$5,000,000 to $6,000,000 annually in new con- 
struction and rehabilitation. That period has 
been definitely ended and pressure to finance 
has been correspondingly relaxed. 


Canadian Pacific.—tIn first 4 mos. of cur- 
rent fiscal yr. to end of Oct. gross showed in- 
crease of $3,671,000. Preliminary returns in- 
dicate that Dec. statement will show increase 
of over $2,000,000 gross for the month, making 
total gross increase for first %4 of yr. approxi- 
mately $6,800,000, or at the rate of $13,600,000 
for full yr. This is remarkable when the 1911 
fiscal yr. showed gain of $9,178,000 over 1910 
—_ for 1910 an increase of $18,600,000 over 


Central of Georgia Ry,.—*The 3-classes of 
income bonds have agreed to sell to the III. 
Cen., which controls the Georgia line, all of the 
bonds between $4,000,000 and $5,000,000. The 
purchaser has agreed to pay 95, 96%4 and 90 
respectively for the 3 classes of bonds. 


Central Leather.—*Recent market weak- 
ness is due to the fact that for fiscal yr. ended 
Dec. 31 a deficit of about $500,000 will be 
shown. For 11 months ended Nov. 30 Co. 
showed a deficit of approximately $800,000, but 


a sharp increase in business during Dec. cut. 


this figure by . At present Co. has 
between 75% and 80% of its plants in opera- 
tion, and at the Dec. rate this percentage should 
be increased during present month. 


Chicago, Milwaukee & St. Paul.—*The 
policy of management has been one of 
patchwork for past 20 yrs. At no time in 
that period has property had the benefit of 
a comprehensive improvement and better- 
ment program such as enabled competitors 
to secure the cream of traffic in its territory, 
and permitted the latter lines to carry this 
traffic at about 2-3 the cost shown by the 
St. Paul. Co. needs not less than $25,000,900 
to put it in shape to meet competitors on 
even terms. It still has wooden bridges 
on 2-3 of its mileage, which indicates but 
one of many needs. Last yr. alsu, it spent 
$1,945,000 in hire of equipment, which indi- 
cates another need. Taking no account of 
cost of locomotive hire, the above item of 
equipment rental indicates that St. Maul 
rented an average of 12.700 cars per day 
for every business day in the vear, if figured 
at the maximum per diem rate of 50 cents 
per car. The most logical course would be 
to suspend Com. divs. for 3 yrs., which 
would save almost $25,000,000. Last yr. 
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Co. was enabled to show the divs. earned 
by a small margin, but only after its con- 
trolled Cos. had been drained of their earn- 
ings. (See table of earnings.) Last yr. the 
Puget Sound contributed $10,000,000 to the 
St. Paul treasury. In the current yr, indi- 
cations point to not more than $7,000,000. 
Further the St. Paul’s own net earngs. for 
the 5 mos. decreased $1,370,000.—For Nov. 
entire St. Paul system earned $982,200 for 
divs. After deducting Pref. requirements 
for month balance is equal to 3.15% per an- 
num on Com. stock. Com. and Pref. re- 
quirements for month at present 7% rate is 
$1,363,193, or $380,000 in excess of balance 
available. Considering this poor showing 
of St. Paul, Co. would not be justified in 
declaring a div. in excess of 5% annual rate. 


Chicago & Northwestern.—tIn spite of 
loss in gross, as shown in table of earngs., 
Co. showed increase in surplus for the 5 
mos. to end of Nov. Economy has been 
the watchword in operating by reduction of 
$600,000 in maintenance, the ratio of expenses 
has been brought down to 71.5% compared 
with 72.3% for corresponding 5 mos. of last 
yr. Income other than from transportation 
gained $20,400, charges were cut $170,500 
and surplus increased $88,200. 


Colorado Fuel & Iron Co.—*Oct. 21, 1912, 
the 20-yr. charter of Co. will expire. As 
there is a total of about 70% accumulated 
Pref. stock divs. against this Co., it becomes 
of interest to consider the possibility of 
payment in connection with approaching 
termination. The 8% cumulatve div. on the 
$2,000,000 Pref. stock was regularly paid 
from incorporation until Feb., 1903, since 
then no div. has been paid on either Pref. 
or Com. The June 30 last balance sheet 
showed a working capital of upwards of 
$17,000,000. The Co. earned $1,253,547 in 
woes yr. to June 30 last, or 62% on its Pref. 
stock. 


Cons. Gas.—*Co. will announce quarterly 
dividend rate Jan. 25. As has been shown, 
Co. will have a surplus around 000,000 
from operations in 1911 and a total surplus 
in excess of $12,500,000. Co. has already 
expended, out of earnings, within three 
years, about $12,000,000 for new construc- 
tion; and its surplus, despite equities under 
cover, will soon become so large as to look 
attractive to lawmakers. An extra cash 
dividend of 2% this quarter would leave a 
surplus of $10,500,000. Net earnings in 1911 
were fully two and one-third times the 
dividend paid, and the outlook for 1912 in- 
dicates larger returns. The parent Co. not 
only owns all the $50,400,000 stock of Edi 
son Co., acquired at a cost of only $23,600.- 
000, but has loaned Co. a little more than 
$13,000,000, a total investment of less than 
$37,000,000. From this the gas Co. received, 
in 1911, $3,024,000 in dividends and about 
$800,000 in interest on advances, or an 
actual return of more than 10% on the in- 
vestment. Before $800,000 interest on a@- 
vances made by the gas Co., the balance ap- 











plicable to the investment from the 1911 in- 
come equals $7,100,000, roughly speaking, 
or 19.2% on total investment. In other 
words, from this company alone Cons. Gas 
is entitled to $1,100,000 more than entire 
6% dividend requirements on its own $100,- 
000,000 stock. 

*At 142%, Cons. Gas stock, paying quar- 
terly dividends of 14%, yields 4.2%. 


Corn Products.—*The year shows large 
growth in small package business. A _ total 
of 400,000,000 packages sold will be the 
record. This is 20% better than any pre- 
vious year. In total gross business, how- 
ever, there has been a falling off in pres- 
ent year compared with 1910. Profits so far 
in the fiscal year, which ends with Feb. 
1912, are slightly behind previous year, but 
earnings for dividends will be about the 
same. 


Crucible Steel—*Report of Co. for 
quarter ended Nov. 30, 1911, shows net 
profits applicable to dividends amounted to 
$729,210, or almost 3% on the preferred 
stock. The total undivided surplus now 
amounts to $3,567,490, or about 144% on 
the preferred. The unpaid and accumulated 
dividends are 16%. The actual earnings for 
the quarter were sufficient to pay the 14% 
dividend on the preferred and a dividend 
on the common at the rate of over 4% an- 
nually. af 


Erie R. R.—tDuring the yr. Erie handled 
13,265,758 tons of anthracite, an increase ot 

1,245,810 tons or 16.49% over 1910. The next 
eee proportionate increase was shown 
by the Reading—tAs result of many im- 
provements, it cost but 71 cents to handle a 
dollar of business in the 1911 fiscal yr., a 
saving of over 11 cents on every dollar as 
compared with 1907. This saving alone, on 
basis of last yr.’s gross earnings, is nearly 
sufficient to pay % the annual charges. Erie 
in the last fiscal yr. earned $5,390,412 for 
divs. After allowing 4% divs. on the first 
Pref. and second Pref., balance is equal! to 
$3.41 per share on the $112,378,900 Com. 
The road is now in a position where it can 
command a larger traffic; in fact, during 
past few mos. it actually has been taking 
business from such strong competitors as 
the Penn. and N. Y. Cen. It can move a 
ton of freight into N. Y. cheaper than either 
of those roads. Its credit has been strength- 
ened and it can now borrow money cheaper 
than for many yrs. past. 


General Electric—*Orders received for 
the 12 mos. totaled $68,700,000, within 3% 
of the business received during the 1910 yr., 
when new business aggregated $71,182,391. 
Profits will be very much smaller than in 
1910, due to two reasons. The Co.’s actual 
balance of net profits will be between 20% 
and 25% smaller than last yr. In 1910 Gen- 
eral Electric had a dividend balance of 
$10,855,692, equal to 16.65% on the then $65,- 
179,600 go stock. For yr. just ended net 
earngs. will probably not greatly exceed 
In addition, Co. has outstand- 
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ing $12,000,000 more stock than last yr., due 
to conversion of that amount of the $13,000,- 
000 5% bonds. Of course bonds converted 
into stock cease to represent interest 
charges, but amount of stock by which net 
earngs, must be divided is so increased that 
share profits will not much exceed 11%, a 
decline of 5% from the previous yr. This 
conversion of bonds into stock has also had 
the effect of increasing payments for divs 
at rate of close to $400,000 per annum, the 
difference between the 5% bonds interest and 
8% dividend. 


Great Northern.—jThis road is showing 
pronounced upturn in business. Traffic in 
Nov. unusually heavy. Gross revenues in- 
creased. Maintenance approximately as 
large as last yr., but transportation ccsts 
very materially reduced and net earngs. in- 
creased over 33%. The showing made in 
the first 5 mos. of current fiscal yr. to end 
of Nov. should dispel all doubt as to ability 
to maintain 7% divs. In the 5 mos. thus far 
reported, the margin of safety has been 
brought up to approximately $5,400,000. 


Great Northern Ore—*All moneys re- 
ceived under lease to Steel Corp. are held by 
the Ore Trustees. This sum, which the corp. 
is bound to pay, whether or not mining the 
minimum amount every yr., at the end of 1911 
will total $10,592,500, and has been invested by 
trustees in bonds and other securities. The 
Ore Trustees have been confronted by problem 
of determining how much of the royalties re- 
ceived belonged to Great Northern Ore. It is 
understood that Northern Pacific is interested 
to the extent of $20,000,000 in value. From 
this it may be seen that the entire sum of $10,- 
592,500 does not belong to the Ore Trust cer- 
tificates. At the end of 1914, when the lease 
will be terminated, G. N. Ore trustees will have 
received $27,244,000 from Great Western Min- 
ing Co. That does not include what the Co. 
may continue to receive from other lessees. It 
is the intention of trustees to issue an annual 
statement of the Ore Co. in Jan., 1912, and 
position of the Co. will be made clear. 


Harriman Lines.—tA bad Union Pac. re- 
port for Nov. had been expected. Net earngs. 
decreased from Nov., 1910. The falling off 
was due to decrease in gross and increases in 
expenses and taxes. A director says bad 
weather and special expenses connected with 
strike were largely responsible. The 5 mos. 
net income decreased 9%. As U. Pac. earned 
16.6% on its 10% com. last fiscal yr. a decrease 
of 40% is allowable. Southern Pac. for 5 mos. 
shows a 7% net decrease. A 36% decrease 
from the earngs. of 1911 is allowable.—tDur- 
ing the past 4 yrs. U. Pac. has expended for 
maintenance of way and structures and equip- 
ment, and ponBen | to operating account the 
sum of $71,193,156. This represents approxi- 
mately 23% of the gross trafic receipts of Co. 
during the period. In addition to above we 
find that there was ropriated during the 4 
yrs. in question $49,384,513 for improvements, 
additions and equipment, not including new 
construction. herefore Co, has expended 
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upon existing lines $120,577,691, equal to $19,- 
291 per mile of road operated, which is nearly 
%4 of the capitalization per mile of the Co. 


Illinois Central.—jtin Nov. it cost the 
road 93.3 cents to handle a dollar of business 
whereas normal expenses is around 75 cents. 
In spite of poor showing in Nov. traffic is mov- 
ing freely, and no trouble securing men to take 
place of strikers. One of reasons why net 
earngs. for Nov. made a poor showing is that 
expense of a large part of damage in previous 
month was charged against Nov.’s operations. 
Dec. is likely to record another loss in net, but 
it is not expected decrease will be as large as 
Nov. or Oct. 


Interborough.—*Co. has been awarded by 
city officials $109,600,000 new subway contracts, 
). P. Morgan & Co. have completed details for 
financing new subway lines. The plan calls for 
$150,000,000 new capital. Of the $150,000,000 
$54,800,000 will be used for subway construc- 
tion, the other $54,800,000 being contributed by 
the City. Inter. will also expend $21,000,000 
for new equipment. This leaves balance of 
$74,200,000 new money to be raised, $35,000,000 
of which used to retire outstanding Ist mort- 
gage bonds of Inter. and $4,584,000 for re- 
demption of Inter. Rapid Transit notes. This 
makes total $105,384,000 to be used immediate- 
ly. Balance, $44,616,000, will be held in re- 
serve to finance new elevated extensions and 
third-tracking elevated lines to cost $32,000,000. 
—*New offer of Inter. approved by city offi- 
cials calls for “preferential payment” of 8.76%, 
equivalent to guaranteeing Inter. $10,950,000 
annually. Of this guarantee 5% is allowed for 
interest on $125,000,000 capital, and 1% for 
sinking funds on same amount. This totals 
$7,400 annually. Inter. is then allowed 
2.76% for profits on $125,000,000, this being $3,- 
450,000, giving total guarantee of $10,950,000 
annually. After these deductions the city will 
receive its 8.76%, and after that is deducted 
profits will be divided equally between Inter. 
and city. 


Inter Harvester.—*Co. will close its fiscal 
yr. Dec. 31, reporting the largest amount of 
gross sales in its history. They will aggregate 
$108,000,000. Foreign trade has increa 
steadily each yr., and $40,000,000, which will 
represent foreign sales, is the new high mark. 
Manufacturing and distributing costs will aver- 
age about 75% of gross, or $81,000,000. Net 
profits, applicable to dividends, with all deduc- 
tions, including depreciation, etc., will total 
$22,000,000, against $16,084,819 in 1910. After 
deducting the div. of $4,200,000 for the $60,- 
000,000 pref. stock there will remain 22.25% 
for $80,000,000 com. stock compared with 14.8% 
on the same stock last yr. As only 5% will 
probably be paid on the com. stock, there will 
be a surplus for the yr. of $14,000,000. In 1910 
Harvester’s surplus amounted to $8,864,819. The 
$30,069,549 surplus could be distributed among 
the com. stockholders, but until the dissolution 
plan is settled it will probably remain in Co.'s 
treasury.—*Co. has sold J. P. Morgan & Co. 
$20,000,000 3 yr. 5% notes. Proceeds are to 
retire floating obligations. 
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Inter. Paper.—*The report for fiscal yr 
ended June 30, 1911, showed record gross 
earngs. of $23,095,746, an increase of 18.6% 
over the $19,459,030 shown in the previous yr 
Net earngs. were $1,671,016, equal to 7.5%, an 
increase of 64% over 1910. After a deprecia 
tion charge of $484,760, in addition to large 
amounts expended each yr. for repairs and re 
newals and charged into operating account, the 
balance available for dividends was $1,186,256, 
equal to 5.3% on the $22,406,700 outstanding. 
Pref. divs. at rate of 2% on the preferred were 
paid during the yr. The fiscal yr. has been 
changed to end with the calendar yr. About 
$350,000 is to be expended to develop water 
power at Wilder, Vt. Surplus electric power 
will be sold to manufacturing Cos. Other proj- 
ects are under consideration, and before many 
years the valuable water powers owned by Co. 
should bring in a large income aside from the 
manufacture of paper. 


Lehigh Valley—*The long expected 
melon cutting was announced when directors 
issued statement declaring 10% distribution on 
outstanding stock to the shareholders in con 
formity with plan separating R. R. from the 
coal co. (See January Ticker.) 


Louisville & Nashville.—fCo. has an ac- 
cumulated surplus of over $31,000,000, equal to 
52% on the $60,000,000 of stock, and owns 71% 
of the $10,000,000 capital stock of Nashville, 
Chat. & St. Louis R. R., which for past 3 yrs. 
has been earning at rate of 15% and paying 
but 6%, and has accumulated surplus of 
nearly $8,000,000. (See Atlantic Coast line.) 


Met. St. Railway.—* After 4 yrs. of receiv- 
ership, the Met. St. Ry. Co. was sold at fore- 
closure to the bondholders’ reorganization com- 
mittee for $12,010,000. Immediately after the 
sale a new Co. was formed to take over the 
property purchased by the bondholders. As 
the new Co. will be known as New York Rail- 
ways Co., the old bankrupt Met. system is a 
thing of the past. —*Articles of incorporation 
have been filed by the New York Railways Co., 
with : capital of $17,500,000. (See N. Y. Rail 
ways. 


Missouri, Kansas & Texas.—}In 1911, the 
surplus for com. stock rose to $1,250,000, 
equivalent to 2%, but this has been nearly 
wiped out by decrease in last 5 mos. While the 
divs. on pref. seem fairly well secured, those on 
com. are, apparently, still some way off.—fIt 
in conservative to say that had the manage- 
ment wished, over a half million dollars could 
have been saved for surplus in first 5 mos. of 
yr. without seriously impairing road’s physical 
condition or transportation efficiency. 


Missouri Pacific—*M. P. and Iron Moun- 
tain together own $15,565,600 Wabash secur- 
ities. Of this amount Mo. P. proper holds $2,- 
000,000 pref. stock unpledged in its treasury. 
The Iron M. holds $2,826,200 pref., $2,826,200 
com. and $2,913,200 refunding and extension 
4’s, all pledged under its unifying and refunding 
mortgage, and also holds -unpledged $5,000,000 
pref. stock. With an inevitable assessment on 
Wabash stock and ultimate fate of refunding 
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4’s uncertain until reorganization plans are 
straightened out, the action of Mo. P. stock 
is worth noting. Holders of Mo. P. stock are 
yet alarmed over the situation. Even if Mo. P. 
is compelled to raise $500,000 or even $1,500,- 
000 cash to pay assessment, its investments to 
this extent would eventually increase value in 
excess of that amount. 


National Biscuit.--*Earngs. continue to 
exceed all previous records and fiscal yr. 
to end Jan. 31 is expected to disclose profits 
for Com. better than 11% compared with 
9.8% in 1910-11 yr. 


N. Y. Central.—*The P. S. Comm. has 
authorized Co. to purchase all or any part 
of stock of the Harlem R. R. at $175 a 
share, par value of $50 each. The Comm. also 
authorized Central to issue $50,000,000 30-yr. 
4% debenture bonds and also to issue 3-yr. 
444% notes, not exceeding $30,000,000. Not 
more than $35,000,000 of notes and deben- 
tures together shall be outstanding at any 
one time. The combined proceeds of this 
$35,000,000 shall be used to pay for the Har- 
lem stock, together with $5,000,000 now on 
hand.—tDuring calendar yrs. 1910 and 1911, 
Lake Shore has paid 18% per annum, the 
profit accruing to N. Y. Cen. amounting to 
about $5,000,000 per annum. Inasmuch as 


Lake Shore is earning 30% on its $50,000,000 
stock, there will be over $5,000,000 addi- 
tional profits each yr. for N. Y. Cen. stock 
after consolidation. 


In other words, the 
present earning power of about 7%% on 
N. Y. Cen. stock, which is $222,729,300, will 
be increased to nearly 10%, with merger on 
the Lake Shore. Thus one of the most val- 
uable railroad equities ever developed will 
be converted into direct income. 


New York, N. H. & H.—*With sales of 
$30,000,000, new notes, New Haven’s cash 
balance after maturing obligations are paid 
will be over $35,000,000, but counting in tlie 
N. Y. Cen. bonds paid over in the sale of 
N. Y., Ont. & West., it will approach $50,- 
000,000, even after allowing $6,000,000 for 
expenditures during current yr. This figure 
also disregards $24,354,400 Boston R. R. 
Holding Co., stock, which is a liquid asset 
in N. H. treasury. The road is now ready 
to meet any unexpected call, and secures 
the money at close to 4%.—*Another deficit 
after divs. this yr. now seems inevitable. 
Including entire earngs. of subsidiary cos. 
on basis of 1911 returns, Co. can hardly earn 
within $1,000,000 of 8% div. requirements on 
its $178,798,500 stock. The 8% disbursement 
requires $14,303,880. Charges, estimated on 
known changes, may be placed at $16,936,300 
for the 12 mos. to June 30, next. Last yr. 
total fixed charges totaled $17,067,848. Off- 
setting this is a reduction in interest of 
$844,200 through conversion of bonds into 
stock and discharge of various other obli- 
gations, so that net decrease in. current yr.’s 
charges will approximate $131,500. New 
Haven’s total income this yr. must amount 
to $31,240,180 to prevent a deficit. 


N. Y. Railways.—*Estimate can be ob- 
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tained of results for yr. ended Dec. 31 next 
of the N. Y. Railways: Gross, $13,860,000; 
net, $4,780,000; surplus after charges, $1,477,- 
000. This surplus, after providing for in- 
terest on the new 4’s, would be equivalent 
to about 2!4% on the new adjustment 5’s. 
Banking interests have worked out a tabu- 
lation for next 3 yrs., and after allowing 
for all deductions and a substantial depre- 
ciation, the adjustment 5’s are credited with 
an average of 4% earned for the 3 yr. period. 
Obviously this leaves nothing for the stock 
of N. Y. Railways Co. for a number of yrs. 


Northern Pacific—}From reliable sources 
we learn that the Dec. statement of earngs. 
will be very favorable. Not only will it be 
shown that business was of large volume, 
but operating expenses in proportion to 
gross were considerably reduced compared 
with a yr. ago with result that net earngs 
scored a very large increase. 


Pennsylvania.—*It is likely that next an- 
nual report covering operations for the 
fiscal yr. ended Dec. 31, will show $34,000.- 
000 available for divs., equal to 7.49% on the 
$453,857,000 of stock now outstanding. The 
above figure for div. balance earned in 
the last fiscal yr. is conservative rather 
than liberal—*Contracts have been let by 
the Co. for 4,000 freight cars for replace- 
ment to apply on the 1912 equipment pro- 
gramme. Cambria Steel gets 1,200 coke 
cars, Pressed Steel Car Co. 1,000 coke cars, 
Am. Car & Foun. Co., 1,000 gondola cars; 
Standard Steel Car, 800 coke cars. 


Pittsburgh C. C. & St. Louis—;This Co 
is among the least appreciated on the N. Y. 
exchange. As a subsidiary of the Penn. 
R. R. Co. has long had the advantage of ex- 
cellent management; and it forms the main 
thoroughfare of the whole Penn. system 
for westbound freight, especially going 
further west than Chicago. Because of 
this it carries enormous train loads and has 
an astonishing density of traffic. The den- 
sity of traffic is nearly 4 times as great as 
upon other roads. About 72% consists of 
coal, iron ore and heavy iron and steel prod- 
ucts—all ef which are handled at low cost. 
The Com. stock during past 5 yrs. has 
earned an average of 9.72%, and while 
earngs. last yr. were only about 7.1% it is 
probably a safe assumption that this 5 yr. 
average is correct. The Pref. stock paying 
5% and selling around par, shows an un- 
usually good yield for such a strictly high 
grade investment. 


Pressed Steel Car.—*Co. is not expected 
to make a very good showing of earngs. in 
the fiscal yr., which ends with Dec. Co. has 
not had a good yr. since the panic. Last 
yr. was the best since 1907, but only showed 
5%4% for Com. stock compared with aver- 
age of 16% a yr. for first 5 yrs. of Co.’s op- 
erations. Average gross sales for 12 yrs. 
have been $22,000,000 a yr. and operating 
expenses $20,000,000. Average margin of 
profits on all sales has been less than 9%. 
Average amount earned on Com. has been 
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7%4% a yr.—*Western Steel Car & Fndry. 
Co. owned by Pressed Steel Car Co. will 
exercise option for purchase of Illinois Car 
Equipment Co. for $1,100,000. 


Republic Steel.—*It is practically certain 
that statement of earngs. for Ist half of 
fiscal yr. beginning July 1, 1911, will show 
profit large enough to meet Pref. divs. and 
other requirements and leave a small sur- 
plus. It is unlikely that figures will equal 
those for same period in 1910, when net 
earngs. were $1,951,455.—*The plants are 
operating practically to full capacity. Orders 
this month promise to greatly exceed ca- 
pacity of the mills. 


Sears, Roebuck.—*Gross sales for Dec. 
ained 4% over 1910. Gross for i ended 

ec. 31 were approximately .$66,000,000, 
compared with $61,329,792 in 1910 and $51, - 
011,536 in 1909. 


Southern Pacific.—(See Harriman Lines.) 


Tennessee Copper.—*At directors’ action 
on div. was postponed until Jan. 22. It is 
expected that Co. will declare $1.50 a share, 
same as last yr. 


Third Avenue.—*The formal order of the 
Court approving the confirmatory deed 
made by the 3rd Avenue R. R. Co. to the 
3rd Avenue Rly. Co. and authorizing the 
purchasing committee to convey the prop- 
erty and franchises, was signed by Judge 
Lacombe. The conveyance effected at mid- 
night, Dec. 31, 1911. 


Union Pacific—(See Harriman Lines.) 


U. S. Realty & Imp.—*Statement of 
earnings for 8 mos. ended Dec. 31, will show 
decrease from corresponding period of 
1910, but contracts now on books will bring 
yr.’s surplus applicable to divs. up to earngs. 
of yr. previous, when net amounted to 
$1,513,549, equivalent to 9.35%. Vice-Pres. 
Merriman recently returned from_ inspec- 
tion of Co.’s work on new Union Station 
at Kansas City. This station will be used 
by a dozen railroads and will cost upwards 

f $20,000,000, ranking with best in the 


country. 


U. S. Rubber.—*Co.’s subsidiar 
eral Rubber Co., sold block of $2; 
4%% 10 yr. debentures. This brings total 
amount up to $9,000,000, the full authorized 
issue. Bonds are guaranteed principal and 
interest by U. S. Rubber Co. & Rubber 
Goods Mfg. Co. The bonds have but about 
3% yrs. to run and were sold practically 
as a 3 yr. note—*Pres. Colt of U. S. Rubber 
says: “Boot and shoe portion of business 
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has been increased to 70%. Up to 2 weeks 
ago our output has been running 75%, and 
has now reached 80%, indications pointing 
to a steady increase.” 


United States Steel.—*The unfilled ton- 
nage on Dec. 30 was 5,084,761 tons, an in- 
crease of 942,806 tons, compared with that 
on Nov. 30.—*In Nov. and Dec. orders in- 
creased 1,395,000. Capacity of U. S. Steel 
is about 43,000 tons per day. With plans 
running at about 85% of capacity, Co. is 
making about 37,000 tons of steel per day, 
or at an approximate rate of over 11,000,000 
tons per yr.—tTA leading Steel official in- 
forms us that the Steel Corporation is now 
receiving orders at rate of 70,000 tons a day, 
or 25,000 tons per day beyond capacity. 
Such orders require 1,300 loaded cars per 
day, and cars placed end to end cover 10% 
miles. Prices show improvement and many 


of the mills have sufficient unfilled orders 
on books to run 8 mos. full capacity if they 
did not receive another order. 


Western Union.—*The last quarterly re- 
port shows net revenue before bond interest 
and div. deductions of $2,460,200, compared 
with $1,760,809 in the same quarter of 1910. 
After fixed charges a surplus for quarter is 
shown, partially estimated, of $1,278,090 
against $579,944 in 1910. For 6 mos. ending 
Dec. 31, a surplus, partially estimated, of 
$2,434,955 is shown, compared with $1,340,- 
178 for closing 6 mos. of 1910. Net earngs., 
after interest requirements have been de- 
ducted for 6 mos. ending Dec. 31 next, par- 
tially estimated, will show approximately 
$3,930,771, or at the rate of 7.9% earned on 
the $99,817,100 stock outstanding. 


Westinghouse. —*Electric directors have 
elected Guy Tripp, of Boston, as chairman 
of the board, to succeed the late Robert 
Mather. Mr. Tripp has advised and directed 
the financing and organization of some of 
the largest public service utilities in the 
United States, including his handling of the 
Met. Street Ry. and reorganization of that 
Co.—*Sales of Air Brake Co. for the yr., 
ended July 31, fell off $4,400,000, compared 
with previous yr. The percentage earned 
on the $14,000, capital stock was 20%%, 
compared with 30.16% last yr. Working 
capital on July 31 was $8,155,806, a decrease 
from $8,460,492, not including investments 
carried on the books at $8,634,275, an in- 
crease of $100,000 over the previous state- 
ment.—*The Air Brake Co. will vote March 
20 on proposition to increase stock, which 
means that shareholders will receive an- 
other share of Co.’s surplus. 





Mining Stocks 


This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Anaconda.—*The Dec. output was the 
largest monthly outturn recorded by Co. 
during 1911, being 3,550,000 Ibs. greater than 
Nov. and 2,500,000 Ibs. greater than March, 
Ww hich. was the previous high record month 
of the yr. The total outturn for yr. was 
259,952,000 Ibs., a decrease of nearly 3% as 
compared with 1910, and a decrease of about 
10.90% compared with 1909 production. 
(See Butte Coalition, and Pasrot Co.) 


Butte Coalition.—*Co. will have total as- 
sets of $15,512,000 to distribute when plan 
of dissolution is Joe into effect. Co.’s cash 
amounts to $4,150 This amount will 
vary slightly up to time of actual dissolu- 
tion, which takes place after Jan. 20. For 
each 100 shares of Butte Coalition there wiil 
be received in dissolution 52 shares of Ana- 
conda. The cash distribution will amount 
to $4.41 cents a share. Book value of hold- 
ings of 520,000 shares of Anaconda has been 
placed at $11,094,926. The 3,000 shares Inter. 
Smelt. & Ref. stock have been sold to United 
Metals Selling Co., a subsidiary of Amal. 
Co. at $125 a share, or $375,000. The profit 
was $75,000; also sold its holdings of Alice Co. 
stock to Amal. Holders of 100 shares of 
Alice will receive $21 cash and 7% shares of 
Anaconda. 

Goldfield Consol.—}The annual report for 
yr. ending Oct. 30, 1911, will be issued 
shortly, and will show approximately $450,- 
000 surplus after payment of divs. We have 
been advised from one close to manage- 
ment that certain previous estimates of ore 
in reserve have been found to be low, and 
we understand one of Co.’s officials recently 
stated that ore in the mine was equal to 
selling price of the stock, around $4% per 
share. Judging from these statements, the 
report should contain data of considerable 
importance. One of the largest owners of 
stock recently said: I can state positively 
that insiders have not been disposing of 
their stock. 

Inspiration Con. Co 
announcement is made of completion of the 
organization of Inspiration C. C. Co. One 
conspicuous. feature of the new organiza- 
tion is the make-up of board of directors, 
men prominent in the mining and banking 
world having identified themselves. with the 
new Co. The merger of the Inspiration and 
Live Oak Copper Cos.—authorized capital 
$30,000,000 divided into 1,500,000 shares, par 
value $20. Present Inspiration shareholders 
may exchange for new full paid stock, ratio 
of 2 old shares for 1 new share and Live 
Oak shareholders may exchange in ratio of 
1 old share for 2 new, the exchanges to 


Co.—* Official 


be made on or before Jan. 29.—*An esti- 
mated operating cost of 8%c. per Ib. of 
copper is conservative; assuming this cost 
and a 14%c. copper market, there will result 
profits of $4,200,000, or a little better than 
$4 per share. 

La Rose Mines.—tFrom Jan. 1 to Nov. 
30, 1911, Co. has produced 3,347,912 ozs., 
valued at $1,778,870. Total income was 
$1,794,142. Marketing expenses, concentra- 
tion and operating expenses at mine $673,- 
656, leaving total operating profit for 11 
mos. $1,120,485. La Rose has an outstand- 
ing capital of $7,493,135; par value $5. Co. is 
on an 8% div. basis which calls for monthly 
earngs. of $50,000. Financial statement gives 
cash on hand, ore in transit and at smelters 
at $1,516,000. 

Parrot Co.—*Directors voted to distribute 
to shareholders pro rata the 90,000 shares 
of Anaconda which stockholders voted to 
accept in payment of their property in sale 
to Anaconda. There are 230,900 shares of 
Parrot, so that the holder of 10 shares Par- 
rot will receive fraction less than 4 shares 
Anaconda, together with smal] amount of 
cash. Distribution Parrot’s assets repre- 
sented by 90,000 shares Anaconda works 
out an equivalent of $15 ver share, plus 
whatever cash is paid. This assumes a 
market price of 38 for Anaconda. 


Utah Copper.—tA preliminary estimate 
of Utah Copper’s operations for 1911 places 
gross production at 98,000,000 Ibs. and net 
production at 93,000,000 Ibs. This latter 
figure compares with 1910 net production of 
85,644,511 Ibs., increase 7,350,000 Ibs. During 
yr. cost of producing was under 8c. per IL. 
The income from Bingham Canyon mines 
should be $4,100,000, which with profits 
from other sources would amount to $4,300,- 
000. Divs. from Nevada Con. amounted to 
$1,500,749, bring total income to $5,800,900 

Copper Notes.—tAssuming a Dec. output 
of 120,000,000 Ibs., we have a total for 1911 
of 1,429,000,000 Ibs., against 1910 production 
of 1,452,122,300 lbs. Consumption, cn the 
other hand, has established a new high 
record. For 11 mos. reported domestic de- 
liveries aggregate 643,623,131, to which is 
added Dec. estimate of 70,000,000, thus 
pointing to a total for yr. of 713,623,131. The 
decrease for yr. may safely be placed at 
100,000,000, which added to foreign and do- 
mestic deliveries, gives total consumption, 
1,564,290,000 Ibs.—*Copper Producers’ As- 
soc. reports stocks Dec. 31, 1911, 89.454,695 
Ibs., decrease 22,330,493; exports 70,238,716; 
domestic deliveries 65,988,474; prompetion 
122,896,697; total consumption 145,227,100 





INQUIRIES 


This department is to answer miscellaneous questions in regard to the science of investment, method 


of operating, the customs of the markets, etc. 


It is intended for the use of subscribers only. Please write 


questions briefly and, if personal reply is desired, enclose stamped and self-addressed envelope. Address 


INQUIRY DEPARTMENT. 


Floor Trading. 

Can you inform me how a member of the 
Stock Exchange can become a successful floor 
trader like, for example, J. J. Manning, who 
I believe is considered one of the best? I am 
a new member of the New York Stock Ex- 
change and would be glad if you could aid me 
in this direction. 

Also, I notice that most firms send into the 
different crowds to find which firm is buying 
and which is selling. What influence, if any, 
does this have on the market? What is their 
object in getting the names of the buyers and 
sellers? How can one tell, when standing in 
a crowd such as Union Pacific, Steel or Read- 
ing, whether to buy or sell at the moment? I 
notice that brokers, when in Amalgamated 
Copper, for example, trade to some extent 
in accordance with the movements of other 
prominent stocks. Is this a method that can 
be 1S Mann followed ? 

J. J. Manning does not trade in one stock 
alone. I see him going from Steel to Union 
Pacific, to Reading, then to Amalgamated Cop- 
per, trading in big lots. Most of the time a 
stock rises after he buys and declines after he 
sells. Is this because other brokers follow his 
lead, or is it because he discerns the trend, or 
receives inside information? 

Do you know of any books or publications 
on the art of floor trading? I would appre- 
ciate any advice you can give——A MEMBER OF 
THE New York Stock EXCHANGE. 

These subjects are too technical and would 
require too long explanations to permit us to 
answer your questions in this column. If you 
will make an appointment with our Mr. R. 
D. Wyckoff he will be glad to take the mat- 
ter up with you. 

Trading in Cotton. 

Suppose I buy January cotton and hold it 
until some time in February, or perhaps in 
March. Would I have to pay warehouse 
charges for February and March, or as long 
—_ January as I wished to hold it? If I 

yy tte a would I have to cover 
in January ?— 

Deliveries are ooale on the January option 
at any time during the month of January. 
Consequently, if you are long of January cot- 
ton, and. do not wish to have the actual cotton 
delivered to you, necessitating warehouse 
charges, etc., you are obliged to sell out or 
transfer your trade to a more distant option 
before January 1. If you are short of January 
cotton, you.have until January 31 to close your 


trade, but it is customary to close it or transfer 
it to a more distant option in December, as 
the trade in the January option will be less ac- 
tive after January 1. We suggest that you 
write Hubbard Brothers & Co., Hanover 
square, New York, requesting them to send 
you their booklet describing i in full the method 
of trading in cotton. You will also find some 
articles on the subject in past issues of Tue 
TICKER. al 
Cotton Quotations. 

Kindly tell me how to read the quotations 
of the cotton market. For example, I sell 
“100 at 9.02, May delivery.” As it declines, 
how much do I make each point?—G., B. 

You: will find this explained in the article 
entitled “Opportunities in Cotton,” which ap- 
peared in THe Ticker, February, 1911. 

The easiest way for the novice to calculate 
profits in cotton is to remember that one cent 
a pound (100 points) on the ordinary contract 
for 100 bales equals $500. Each point, there- 
fore, equals $5 


Statistics of Failures. 

Where can I most conveniently obtain sta- 
tistics covering the number of failures and 
the total assets and liabilities of failed con- 
cerns in the United States, month by month, 
as far back as 1890?—J. M. 

Consult the files of Bradstreet’s Weekly, 
which you can get at the reading room of the 
Public Library on Forty-second street. If 
you have difficulty in getting these figures, you 
can undoubtedly employ Roger W. Babson, 
Wellesley Hills, Mass., to get them up for you. 


Stock Prices for Fifty Years. 


W. W.—You will find a chart on pages 118 
and 119 of “How Money Is Made in Security 


Investments,” price $1,62, postpaid, which we 
have for sale, which gives you the general 
range of the average of ten important railroad 
stocks from 1860 to the end of 1910. This is 
the most practical thing we know for ready 
reference, covering so long a period of time. 
The present Dow-Jones- average of twenty 
rails was begun in 1896. 
Foreign Exchange. 

J. P.—Replying to your recent inquiry 
regarding sterling exchange, when a quota- 
tion is given 4.87@4.8710, it means that 
the bankers who make these quotations are 
bidding 4.87 for London exchange and offer- 
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ing it at 4.8710. If, therefore, you wish to 
sell a demand draft on London for £100 
they would pay you $487 for it. 

The term “cables” means money trans- 
mitted by cable and payable the next day. 
Demand drafts are payable upon presenta- 
tion. Sixty day drafts are payable in sixty 
days. If 4.8350 is bid for a sixty day draft, 
you would pay $4,835 for a £1,000 draft pay- 
able at some designated bank or banking 
house in England, sixty days from that date. 


Holding Companies. 

In what respect does a “holding company” 
differ from any other kind of a company? Are 
“holding companies” more liable than other 
companies to be prosecuted under the Sherman 
law? Are all “holding companies” conducting 


business in violation of the Sherman law ?— 
H 


A holding company is one which exists chief- 
ly for the purpose of owning the stocks of 
other companies, and does little, if any, busi- 
ness for itself directly. Holding companies are 
more liable to prosecution than other com- 
panies because the very act of buying up the 
stocks of other corporations is usually prima 
facie evidence of an effort to restrain competi- 
tion. A holding company is not necessarily 
violating the Sherman law, but in the very na- 
ture of the case it comes under suspicion. All 
the corporations you mention are large owners 
of the stocks of other companies. As to which 
ones, if any, will be prosecuted, you would 
have to ask Attorney-General Wickersham, 
but probably he doesn’t know as yet. It will 
depend on developments in the Standard Oil 
and Tobacco reorganizations. 


Buying Stocks Outright. 

(1) What commission should be paid a 
broker when buying shares outright? 

(2) If some active stock is dealt with, 
should there be any trouble in finding a 
buyer when prices are up?—W. G. 

(1) The regular commission on stocks 
listed on the New York Stock Exchange is 
12%c. a share for buying and the same for 
selling. Some houses have a rule not to 
execute any order for a total commission 
of less than one dollar. You will find com- 
mission rates on all classes of stocks 
given in full in THe Ticker for June, 1911, 
page 91. 

(2) Absolutely no trouble whatever. 


Catching the Intermediate Swings. 

Please discuss the following plan of operat- 
ing for a beginner in tape reading: He enters 
the market at birth of bull market, after a 
panic, and buys, say 100 U. P. at 120, deposit- 
ing full price per share as margin. He does 
not sell below this price no matter what the in- 
dications are from the tape, and on first bulge 
above 120, say to 124, he watches for indica- 
tions of reaction. He gets his indication at 
123 and sells. He then waits for tape ‘to tell 
him to buy, which it does at 121 or 122, and he 
buys at that price. He operates only on bull 
side and only on a long swing in an advancing 
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market following a panic, and he quits when 
another panic is due. He never sells, or sel- 
dom, for less than he paid. How would 
this plan have operated after the panic of 
1907 ?—S. S. 

_ Your plan of operating is, as we understand 
it, to buy a sound investment stock as 
soon as possible after a panic and pay for it 
in full. Then, by following the tape, you 
would endeavor to sell your stock as near as 
possible to the top of each intermediate swing 
in the market and to buy it back as closely as 
possible to the bottom of the ensuing reaction. 
This you would continue until you believed 
the bull market was over. You would then 
stand aside during the bear market which fol- 
lowed and wait for another panic. 

This is a sort of combination of investment 
with the study of the tape. There is nothing 
impractical about it, but the profits which 
could be realized in this way would not be 
sufficient to satisfy the ordinary tape reader. 
For that reason, we doubt if any one would 
consistently follow such a plan. After a rea- 
sonable amount of practice in tape reading, he 
would probably begin to use stop orders in 
order to trade in larger amounts of stock on 
the same capital than he could do by buying 
outright. 

Unless your investment was quite a large 
one, the profits realized from following the 
tape in accordance with your plan would 
hardly be sufficient to warrant you in devoting 
your entire time to that work, which is neces- 
sary to become an expert tape reader. It 
would doubtless pay you better to subscribe 
to our Trend Letter, which is based entirely 
on the tape and gives you the best conclusions 
of a man who has made this subject a life 
study. 


Hedging. 

In your article on “averaging,” you men- 
tion “hedging” as a delusion. I am long 
American Car and Foundry at 75, and was 
thinking of selling Amalgamated Copper as a 
“hedge.” _ What is the objection to this plan 
of operating?—W. B. 

Our remarks in regard to “hedging” in the 
article on “averaging” were intended to apply 
to “hedging” in the same stock. That is, the 
inexperienced trader who is long of -100 Steel 
common, for example, and finds the market 
going against him, will sometimes sell short 
100 Steel common as a “hedge,” under the im- 
pression that in this way he is avoiding the 
necessity of taking a loss. He intends to 
cover his short Steel after a decline, and then 
to hold the long stock until an advance oc- 
curs, when he hopes to get a profit on that 
deal also. : 

It is perfectly evident that a “hedge” of this 
kind simply leaves the trader out of the mar- 
ket. An experienced investor can hardly be- 
lieve that any one would take such a position, 
but we have known it to be done by a consid- 
erable number of persons, and it is sometimes 
very difficult to convince them of the futility 
of such an operation. 
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When it comes to “hedging,” in the sense 
of selling one stock short in order to balance 
a long trade in another stock, the situation is 
somewhat different. This operation is some- 
times called “spreading.” The trader endeav- 
ors to buy a.stock of large earning power, 
with good prospects, and to sell against this 
purchase an equal amount of some stock hav- 
ing, as he believes, unsatisfactory prospects. 
This operation requires considerable knowl- 
edge of the stock market and of the relative 
value of different securities, but it can be 
handled successfully by those who have the 
necessary experience and ability. However, 
even “hedging” of this latter sort should be 
avoided when it is resorted to merely to avoid 
taking a loss. If the market is going down, 
your best plan is to get out of it regardless of 
whether you are taking a profit or a loss, 
Your commitments in stocks should be based 
on your opinion as to the future action of the 
market, regardless of any previous position 
you may have assumed, either on the long or 
short side. 

In brief, “hedging” of any kind is, in 99 
cases out of 100, merely a delusion, for the 
inexperienced trader. He deludes himself into 
the idea that by “hedging” he is not taking a 
loss, but his actual financial position is usually 
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worse than if he had taken his loss and waited 
for the opportunity to recover the loss by an- 
other trade. 





Relative Value of the Fractions. 
OHN MUIR & CO. has just issued an 
J interesting booklet on the above subject, 
demonstrating that the price of a stock 
is more likely to turn at the full figure or at 
the half, than at the intermediate fractions. 
For example, in a study of 20 days’ transac- 
tions they find that the turn in price was made 
on the full or “body” figure 700 times, com- 
pared with only 100 times for the % fraction. 
They assign, as a result of the studies, a defi- 
nite buying and selling preference to each 
fraction. These are facts worth knowing for 
any trader or investor. 


Lecture on Tape Reading 
R. R. D. WYCKOFF, editor of Tue 
M MAGAZINE OF WALL SrTEET, gave a 





talk on “Tape Reading” at the 

Finance Forum January 17, to a 
large and apparently appreciative audience. 
The lecture will be printed in the March and 
subsequent issues of this magazine. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 





you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 
our own funds, but of course can take no further responsibility. 





The Figure Chart 


The following figure chart completes the chart on page 108 of the July, 1910, Ticker down 
to date given below. It is based on the daily average closing bid price of 20 standard railway 


stocks, and gives a general view of the course of the market since June, 1910: 
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*100 is subtracted from each figure in order to condense the chart. Thus 19 represents 
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Essential Statistics Boiled Down 


HE figures below give a complete view 
of the financial and industrial situ- 
ation. Under each head we give fig- 
ures for the Jatest month available, 


for the preceding month (in some cases the 
preceding two months), and for the month 
corresponding to latest figures in each column, 
for each of the four preceding years. 


T 





Average Average PerCent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National National Month. 
house house Banks. Banks. 
Banks. Banks. 
January, 1912 26 
December, 1911 
November, 1911 
Corres’g. mo., 


41% 
4i¢ 
414 
416 
344 
34 
5 


97 
100.8 

99.4 

99.7 
1 
1 


00. 
99. 
04. 








Balance of 
Trade 
Imps. or 
Exports. 
(000 omitted) 


Bank 
Clearings 
of U.S. 
Excluding 
N. Y. City. 
(000 omitted) 


Balance of 
Gold 
Movements 
—Imports or 
Exports. 
(000 omitted) 

Im. $3,712 
Ex. 10,482 
Im. 3,646 
Ex. 8,495 
Ex. 2,205 
Im. 43,444 


New Securi- 
ties Listed 
N. Y. Stock Clearings 
Exchange of U.S. 
(000 omitted) (000 omitted) 


$64,970 $14,204,677 
80,520 14,080,295 
45,291 13,963,284 
280,122 15,867,654 
95,549 14,394/826 
34,003 9,423,094 


Bank 


Ex. 
Ex. 
Ex. 


December, 1911 .... 

November, 1911 ... 

Corres’g. mo., 1910. . 
“ 1909 


1908 . 
1907 . 


92.292 
Ex. 33733 
Ex. 76,910 
Ex. 114,878 


“ “ 





Whole- Produc’n Price U. S. Produc- U.S. St’l 
Index Indexof Indexof sale  oflIron of tion of Cop- Co. Unfill. 
Cost of Commod- Commod- Price of (Tons.) Copper per (Lbs.) Tonnage 
Living. ity Pcs. ity Pcs. Pig Iron.(0000’td.) (Cents). (000 o’td.) (000 o’td.) 
$14.88 
14.88 
15.15 
15.50 
18.94 
17.25 
18.49 


Gibson’s Bradst’s English 


January, 1912 
December, 1911 .... 
November, 1911 .... 
Corresg. mo., 1911 

. “ 1910 
1909 . 
1908 . 


2581 bid 
2597 5,084 
2576 4,142 
2513 
2390 
2197 


2310 


122,896 
111.876 


123.000 
117,000 


2,043 
1,999 
1,777 
2,635 
1,740 


2,674 
5,927 
3,603 


116.8 
106.7 
105.0 





Net Building Business Net 


Surplus 
dle 
rs. 


Sse , 1912 
ember, 1911 .... 
November, 1911 .... 


Corres’g. mo., 1911. . 
r * 2D . 


$33,609,940 $ 
4 37,929, 


rations, Failures. 
wenty Total 
Cities. Lia bilities. 


18,685,429 
15,126, 


21,231,002 
13,399,583 
17,216,507 
51,749,385 


Wheat. 


Crop Conditions. 
Winter 


Earnings 


10 Leading 


Railroads. 





The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 


HE general course of railroad stocks for 

ten years is shown in chart form below. 

The last week given is that ending 
January 20, 1912. 

The diagram also shows, in millions of 
dollars, the course of excess deposits and 
surplus reserves of New York clearinghouse 
banks (excluding the trust companies). The 
zero line represents equality of loans and 
deposits. 

The past month has been marked by ad- 
vances in various specialties, while the 
standard stocks have as a rule been dull, 
working gradually a little lower. The invest- 
ment demand has been lighter than would 
ordinarily be expected with the surplus de- 
posits of New York clearinghouse banks over 
$50,000,000, and call money between 2 and 3 
per cent. The average price of ten repre- 
sentative railroad bonds is now 97.8, which 
compares with 98.6 for the corresponding 
month of 1911. 


Clearings, Loans and Investments. What 
is the reason for this slack investment de- 
mand? In a word, the principal reason is high 
commodity prices and consequent small profits 
for business men everywhere. One way in 
which this condition appears plainly is in the 
great increase in bank loans in proportion to 
the general business of the country—a condi- 
tion which I have not seen commented upon 
elsewhere. 

To make this clear I have compiled a table 
showing the annual increases in bank clear- 
ings of the United States, the loans of all 
National Banks and the investments of 
National Banks in bonds, securities, etc. A 
study of the table will show that both loans 
and investments have been increasing rapidly 
while business conditions, as measured by 
bank clearings, have been declining. Our 
year of greatest general properity was 1906. 
In 1911 our total bank clearings were almost 
the same as 1906, in spite of a considerable 
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Bank Clearings, Loans and Investments. 
(Showing Increase or Decrease Year by Year.) 


1906. 


Clearings (billions) aa. +. 
350 4219 


Loans (millions) 
Investments (millions) oo 


increase in population; but National Bank 


loans had increased from $4,366,000,000 in 1906 


to $5,659,000,000 in 1911, or about 30 per cent., 
and investments increased from $665,000,000 


to $1,026,000,000, or over 54 per cent. 

The increase in investments, though start- 
ling, probably does not indicate any special 
danger. For a score of years the tendency 
has been for the National Banks to put a 
larger and larger proportion of their funds 
into bonds and other securities, and the move- 
ment received a great additional impulse in 
1911, because of continued low money rates 
and the difficulty in getting a sufficient supply 
of the very highest grade of commercial paper 
—which is the only Kind the banks want under 
present conditions. 

But the fact that the business men of this 
country are borrowing 30 per cent. more 
money from National banks than they were 
in 1906, while doing no greater business, cer- 
tainly looks unpleasant, especially as clearings 
now include a greater proportion of transac- 
tions showing little or no profit than was the 
case in 1906. In real estate, for example, there 
was during 1911 a great deal of exchange of 
properties, owing to the difficulty of selling 
for cash. The tendency has been in many 
lines to do business at a very small profit in 
order to avoid idleness. 

The cheapening of products, which is noted 
as a feature of 1911 business, is another evi- 
dence of a strong effort to make both ends 
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meet without raising the selling price—for we 
have reached conditions where further ad- 
vances in retail prices mean a decrease in, 
consumption. 

This is one of the reasons for the small 
stocks of goods in retailers’ hands, which are 
mentioned by a number of bankers and busi- 
ness men in the symposium on another page. 
The retailer knows that he cannot advance 
prices further without checking purchases; 
hence he fears that a decline will come next, 
and therefore keeps his stocks on hand light. 
A somewhat similar conservatism has led 
Western railroads to pare down their mainte- 
nance charges, until many of them are now 
six months or a year behind on maintenance. 

Comparison with 1892. Students of his- 
tory will observe that there is a close parallel 
between conditions of January, 1912, and those 
early in the year 1892. At that time, excess 
deposits of New York banks were about $50,- 
000,000, commercial paper was 4% to 4% per 
cent., call loans 2 to 2% per cent. Stocks, 
after firmness early in the year, sagged slowly 
lower, with frequent considerable rallies, and 
finally closed the year just about where they 
started. Excess deposits were gradually 
lessened, and money rates increased until 
commercial paper averaged 6% per cent. in 
December. The chart on page 249 of the 
October Ticker bears upon these conditions 
Also see “Bank Credits and Stock Prices,” 
Volume 7, page 153 
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A Great Country 


one is the optimist, the other the pessimist. 


While we do not 


Tee: are two classes watching events from different viewpoints— 


believe it the time for extremes either in optimism or pessimism, 
we do find in the statistics regarding our resources, very much on 


which to take an optimistic view. 


The United States, which has only 5.9 per cent. of the world’s area in 
square miles, and but 5.2 per cent. of the popilation, produces: 
76 per cent. of the corn of the world, 


70 per cent. of the cotton, 

62 per cent. of the petroleum, 
59 per cent. of the copper, 
43 per cent. of the pig iron, 
37 per cent. of the coal, 

31 per cent, of the tobacco, 
26 per cent. of the silver, 

26 per cent, of the oats, 

21 per cent. of the wheat, 

21 per cent. of the gold. 


The vast amount of money represented by our 2,750,000,000 bus. of 


corn, 650,000,000 bus. of wheat, 14,000,000 bales of cotton, 450,000,000 tons 
of coal and 25,000,000 tons of pig iron, to say nothing of the other products, 
supports the optimist’s position that this country is too big and its re- 
sources too magnificent to long sit down and twist its thumbs.— 
Commercial West. 
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